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ECONOMIC CONTRADICTIONS: ~ 


H. L. McCRACKEN 
Louisiana State University 


I 
SCIENCE VERSUS ART 


In the history of economic thought the founders and builders of the discipline 
of economics have frequently been in diametric conflict as to the nature and pur- 
pose of economics. On the one hand some have tenaciously held that economics 
should deal wholly with “what is” and avoid like a pestilence any concern as 
to what “ought to be.” 


As representative of this group, we may refer to Professor H. J. Davenport, 
for many years professor of economics at Cornell University. 
Davenport, in discussing ‘the science of economics and the art,” says: 


Our explanations will best run in terms of the process as it actually takes place. We 
ask not primarily what ought to be, but what is. We are—in the first instance, at any 
rate, and as economists—set to search out the objective facts, to analyze and synthesize 
and generalize these facts and their sequences and their processes. At this stage of the 
study—the science of it rather than the art—our business is not to approve or to con- 
demn, to regret or to indorse, to commend or to denounce, but only to make a coldly un- 
sympathetic, impersonal, and objective report of the actual ongoing of things. Defense, 
apology, or condemnation are no part of our business. ... As economist, his business is 
solely with the facts: Trojan and Tyrian stand in equal estimation with him. For close 
thinking, science and art must be kept separate—the ‘world of description’ from the ‘world 
of appreciation’—facts from appraisals. This is, to be sure, a scientific ideal, rarely at- 
tained, and violated especially often in the social sciences. ...but violated always at 
some hazard to scientific truth.? 


Time will not permit me to call the roll of outstanding economists who have 
held this view. Yet Davenport is representative of a vast school of economic 
thought which has contended over the years that economists as such must re- 
frain from policy making and economic planning whether by governments or by 
private enterprise. Reform, prophecy, and counsel are completely outside their 
domain. 


1 Presidential address delivered at the Sixteenth Annual Meeting of the Southern 
Economic Association, Birmingham, Ala., Nov. 22, 1946. 
2H. J. Davenport, Economics of Enterprise, pp. 29-30. 
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On the other hand, the development of economic thought reveals an array of 
ardent advocates, men who, after having laid down the foundation stones and 
basic plans of the science, have stood thereon to proclaim what is good and what 
is bad, what is wise and what is unwise, what ought to be done and what ought not 
to be done. 

As representative of this group, I shall select Dr. Richard T. Ely. Those of us 
who were privileged to know personally and intimately the great Dr. Ely are aware 
of the pride with which he called himself ‘‘an economic rebel.”” Our younger men 
may discover his philosophy and views as to the nature and purpose of economics 
by reading Part IV of his autobiography, which he called Sowing the Seeds. Here 
he states that ‘‘a crust had formed over political economy.” In 1885 he felt that 
American economists were hopelessly wedded to a Ricardian classicism which 
supposedly functioned through automatic forces and achieved maximum effi- 
ciency under conditions of approximate laissez faire. This young rebel, burning 
with zeal for reform and social welfare, took the initiative in organizing the 
American Economic Association. On this point he says: 


WE REBELS PROTEST AGAINST LAISSEZ-FAIRE AND ORTHODOXY. 

We, who had tasted the new and living economics whieh was taught in the German uni- 
versities, were depressed with the sterility of the old economics which was being taught in 
the American colleges. . . . 


There was a pugnacious element in our attitude, for we were young and had the pugnacity 
of youth. 


In a crusading spirit they wrote the platform for the American Economic 
Association from which we quote briefly: 


PLATFORM 


1. We regard the state as an educational and ethical agency whose positive aid is an 
indispensable condition of human progress. While we recognize the necessity of in- 
dividual initiative in industrial life, we hold that the doctrine of laissez-faire is unsafe in 
politics and unsound in morals; and that it suggests an inadequate explanation of the 
relations between the state and the citizens. 

3. We hold that the conflict of labor and capital has brought to the front a vast number 
of social problems whose solution is impossible without the united efforts of church, state, 
and science.* 


Such were the ideas and ideals of the young Dr. Ely in 1885. With him, eco- 
nomics was both a science and an art. He believed that if an economist took the 
trouble to find scientific truth; to find the cleavage between truth and error; 
between sense and nonsense in economic problems and governmental problems, 
then it was not only the privilege but the duty of the economist to battle for 
wisdom against folly; sense against nonsense. Ely’s crusading spirit carried 


3R. T. Ely, Ground Under Our Feet, p. 136. 
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across and animated his students, among whom we find the great reformers, 
John R. Commons, E. A. Ross, and Woodrow Wilson. 

It is perhaps in order, however, to observe that the “artistic” trend in economics 
soon passed its zenith and the flame for reform had all but died out by the time 
we reached the Mellon-Coolidge-Hoover era in politics and the era of mathe- 
matics and statistics in economics. By 1930 it was quite common and orthodox 
for an economist to say that economics and social purpose must be thoroughly 
divorced. 

The trend was completely reversed with the advent of Roosevelt and the New 
Deal in politics and the rise of an Institutional School of Economics stemming 
from such men as Keynes, Hansen, and Beveridge. Here we arrive at the era of 
economic planning, planned economy, and the wholesale attempt to solve our 
economic ills and problems by government statute, commissions, and bureauc- 
racy. 

The trend of the future may not be too clear. But with the recent election, 
the rapid liquidation of the OPA and the War Stabilization Board, with the re- 
cent death of Lord Keynes, and the return of Professor Hansen to the halls of 
Harvard, it seems quite probable that we shall witness a swing away from art, 
“ought,” and welfare economics to price economics and the Davenport concept 
of science. 


it 
VALUE IN RELATION TO TIME 


Our second economic contradiction is concerned with value in relation to time. - 
According to the Ricardian classicists, values originate in the past and are car- 
ried forward into the present in proportion to the amount of labor (and other 
costs) embodied or congealed in a physical, vendible object. Goods have value 
today because costs have been incurred in the past. 

The Jevons-Austrian School, sometimes called the hedonistic school, asserted 
that values come out of the present. Goods have value here and now, not be- 
cause past costs have been incurred but because of a present capacity to satisfy 
human wants, whether it be for the purpose of maximizing pleasure or minimizing 
pain.‘ ‘Pearls are not valuable because people dive for them. People dive for 
them because pearls are valuable.” The Jevons-Austrian economists abandoned 
the past-cost approach to value and substituted a present-utility approach. 

This famous economic doctrine is sufficiently familiar to American economists 
to need no expansion. Your speaker, however, wishes to advance the idea that , 
value originates neither in the past nor in the present but in the future. 

Perhaps no one has developed this idea with greater care and precision than the 
late Lord Keynes. And while your speaker has found many ideas from the pen 
of Keynes with which he could not agree, he assents most heartily to his treat- 
ment of “Expectation” in chapter V of his General Theory. According to him, 
the present value of anything is the discounted present worth of all expected 


4See W.S.Jevons, Theory of Political Economy, chap. III. 
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future annuities. It matters not whether one is thinking of a 3 per cent govern- 
ment bond maturing in 20 years, a second-hand automobile which has been driven 
50,000 miles, or an office building in a metropolitan area. It matters not what 
historical costs may have been according to an accounting statement or what the 
incomes have been in previous years—except to the extent that past incomes may 
supply a rational basis for future expectations. Any basic change in technology 
or permanent shift in demand automatically divorces future expectations from 
past experience and present values are adjusted accordingly. 

Many young economists have given Keynes credit for this novel and modern 
idea. However, it was my privilege to be exposed to this idea as long ago as 
1921 while pursuing graduate work at the University of Wisconsin in the “value 
and valuation” seminar of John R. Commons. At that time he was working 
out a system of economic thought which he chose to call the ‘‘volitional theory of 
value.” For Commons, man was not a hedonistic creature arriving at vital 
conclusions with respect to value on the momentary sensations of pleasure and 
pain. But rather, man was a rational, calculating being, forcing himself by a 
volitional act of the will to make appraisals and evaluations, yet appraisals and 
evaluations designed to discover the present worth of future expectations. In 
fact, as I review my seminar notes taken at that time, I find this striking sen- 
tence: ‘Value is a mental appraisal in the present of expected future uses or incomes.” 
And now, after 25 years of study and teaching in the field of economic theory, 
I would like to give 100 per cent support to this cardinal definition of value as 
presented by John R. Commons in 1921. 


Ill 


THE STRATEGIC IMPORTANCE OF BASING PRESENT VALUES ON FUTURE 
EXPECTATIONS 


A. The Business Cycle. One of the most illuminating theories of the business 
cycle is based upon the discrepancies which occur between expectation and 
realization. Never was this more clearly portrayed than in the phenomenal 
speculative mania of 1928-29 when the expectation of business magnates and 
men of affairs was that we had reached a new era of perpetual prosperity. Pres- 
ent appraisals and present conduct were based upon extremely optimistic ex- 
pectations. The prices of securities on the New York Stock Exchange rose to 
fantastic heights, yet those current prices were only mental appraisals in the 
present of future expectations. The crisis came when it became obvious to men 
with the keenest foresight that present expectations were beyond the possibility 
of realization. Thefuture would not validate the present optimism. 

Four years later, when the depression had reached its lowest ebb, the same men 
were in the depths of despair. They admitted that we had reached a new era 
all right, but it was an era of perpetual gloom instead of perpetual boom. They 
felt that we were in the midst of a chronic depression that might last forever, 
and present appraisals were based on those future expectations. It seems per- 
fectly true that the movements of the business cycle are based, to some extent at 
least, upon the collective mental appraisals of men in the presence of future ex- 
pectations. 


| 
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B. Infant Industry Tariffs. Let us consider also for a few moments another 
area wherein this idea, that present values come out of the future, has peculiar 
significance. Most of us have been brought up to believe in the merits of free 
trade. Yet we have always granted as valid at least one exception—protection 
for the infant industry. We will protect the infant from foreign competition 
with a matured industry while the infant grows to maturity. Yet, after years, 
decades, or even a century has gone by, we find the industries which were pro- 
tected in infancy still clamoring for the continuance of the protective tariff. 
On what basis can these tariffs be justifiably continued? Clearly, the basis is 
found within this realm of expectations, which have been built up in the following 
manner. 

The basic purpose of the infant industry tariff is to enable the protected in- 
dustry to charge higher prices than would be possible without the tariff. But 
higher prices yield higher profits; higher profits yield higher dividends; higher 
dividends advance the market price of stocks. The present market price of 
shares of stock is based on the expectation that the protective tariff will be con- 
tinued. Therefore, no present ever comes when it is expedient or economically 
feasible to remove the tariff, for present values are based upon the expectations 
linked with the continuance of the tariffs. Present values represent mental 
appraisals in the present of expected future incomes based upon the continuance 
by Congress of existing tariffs. Indeed, it is not inconceivable that a proposed 
reduction of the tariff might be challenged in the courts as the taking of property 
without due process of law, since the market value of securities would decline and 
property be destroyed by congressional act. 

Thus we see that, whereas the infant industry tariff has been defended on the 
grounds that it is a temporary loss for the sake of an ultimate gain, the ultimate 
gain seldom comes. The validity of the infant industry argument must be called 
in question and a reevaluation made if present values are based on future ex- 
pectations. 


IV 
ECONOMIC CONTRADICTIONS AND FULL EMPLOYMENT 


In the history of economic thought there is an economic contradiction as to the 
central problem or purpose in economics. During the first 50 years of the nine- 
teenth century—from Ricardo and Malthus to Mill—the central problem of 
economics was production. The iron law of wages, which condemned man per- 
petually and for all time to come to a subsistence standard of living, rested upon 
the two most basic doctrines of classical political economy, namely, the Malthu- 
sian theory of population and the law of diminishing returns. 

In the words of Malthus: “I say, that the power of population is infinitely 
greater than the power in the earth to produce subsistence for man. Population, 
when unchecked, increases in a geometric ratio. Subsistence increases only in an 
arithmetic ratio. A slight acquaintance with numbers will show the immensity 
of the first. power in comparison of the second” (First Essay, chap. I). 

Granted the hypotheses as then given, the problem of production must occupy 
the center of the stage; granted the hypotheses, man was eternally chained to an 
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iron law of wages, perpetually condemned to a subsistence standard of living, 
by deductive logic as irrefutable as Euclidian geometry. 

We now know that Malthus and Ricardo greatly underestimated man’s ability 
to produce food and greatly overestimated, not man’s ability, but his inclination, 
to reproduce his kind, with the result that 100 years later we were little worried 
about man’s capacity to produce, or the pressure of the population on the food 
supply, but terribly worried about the pressure of the food supply on the popula- 
tion. 

Such was the central problem in economics as visualized in the early part of 
the nineteenth century. Today, however, as we attempt to visualize the history 
of economic thought as it will be written 50 years hence, it will doubtless appear 
crystal clear that the central problem of economics in the first half of the twen- 
tieth century was that of employment. 

In this connection, I wish to quote a recent statement by Arthur Burns, who 
says, “The principal practical problem of our generation is unemployment, and 
it has now become—as it long should have been—the principal problem of eco- 
nomic theory.’* 

By way of doing honor ‘“‘to whom honor is due” it is perhaps fair to say that 
the two economists who have done most to focus world attention upon this as 
our central problem today are John M. Keynes of England and Alvin H. Hansen 
of Harvard. 

The smoke of battle had scarcely cleared over Pearl Harbor and the United 
States been involved in a war with Germany and Japan when Professor Hansen 
released his now famous pamphlet, After the War—Full Employment (National 
Resources Planning Board, January 1942). This had been preceded in 1941 
by his full work on Fiscal Policy and Business Cycles. Of course the revolution- 
ary approach to “full employment” had been made earlier by John Maynard 
Keynes in his already immortal volume, The General Theory of Employment. 

The basic postulates advanced by Keynes and Hansen are now extremely 
familiar and will be dealt with but briefly. I think it may be said that the 


foundation stone on which the Keynesian system is built is his “psychological 
law.” Here he says: 


The fundamental psychological law, upon which we are entitled to depend with great 
confidence both a priori from our knowledge of human nature and from the detailed facts 
of experience, is that men are disposed, as a rule and on the average, to increase their con- 
sumption as their income increases, but not by as much as the increase in their income.® 


To some extent, this of course is only a new version of the old laws of consump- 
tion by Friedrich Engels, who, it will be recalled, said that as income increases 
the percentage spent for food decreases and the percentage saved increases. Yet 
Keynes did not stop with the statement of a psychological law but proceeded to 
build thereon a complete system of thought. 


5 Arthur F. Burns, Economic Research and the Keynesian Thinking of Our Times, 26th 
Annual Report of the National Bureau of Economic Research, p. 4. 
6 John Maynard Keynes, J'he General Theory of Employment, p. 96. 


ECONOMIC CONTRADICTIONS 349 


Applied to the American economy, Keynesian economics would visualize the 
following sequence as it relates to full employment: 

1. The higher the national income, and particularly the per capita income, 
the greater will be the percentage saved and the lower will be the percentage 
consumed. 

2. Yet there is no need to increase savings and investment unless consumption 
increases proportionately, pari passu. 

3. Wise entrepreneurs, being aware of this, withhold their savings from capital 
investments but add to the supply of money available for consumption goods. 
Capital, thus managed, loses its dynamics; it fails to be used in such a way as to 
set labor in motion or push on to full employment. In other words, the capacity 
to produce outruns the propensity to consume. But it is uneconomic to push 
production beyond the propensity to consume. 

4, Therefore, when an economy has reached a national income or a per capita 
income as high as that revealed in the United States, private enterprise will only 
operate at fractional capacity and thus fail to yield full employment. 

This fear upon the part of Keynes is well revealed in the following quotation: 


New capital investment can only take place in excess of current capital-disinvestment 
if future expenditure on consumption is expected to increase. Each time we secure today’s 
equilibrium by increased investment we are aggravating the difficulty of securing equilib- 
rium to-morrow.’ 


He then poses the question: 


What will you do, when you have built all the houses and roads and town halls and 
electric grids and water supplies and so forth which the stationary population of the future 
can be expected to require?® 


Here Keynes poses the definite vision of a matured economy condemned to al- 
most perpetual unemployment and secular stagnation. 

We are now ready to summarize the basic postulates upon which Keynes 
showed the virtual impossibility of maintaining full employment through private 
enterprise and enterpreneurial initiative. The key words to be held in mind 
are: (a) his psychological law; (b) the propensity to consume; (c) the matured 
economy; (d) secular stagnation. 

With this background and hypothesis, what is the formula for full employment 
as advanced by Keynes and Hansen? Again, we resort to enumeration and 
concise statement without elaboration: 

1. Let private enterprise follow its own inclination and employ as many as it 
will. 

2. Let the government assume complete responsibility for the employment of 
all unemployed. 

3. Let public works be financed from taxation or deficit spending in relation to 
the degree of unemployment. Government spending can and always will yield 


? Ibid., p. 105. 
8 Ibid., p. 106. 
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full employment if carried to a sufficient degree since it functions through a 
“multiplier” and the “acceleration principle.” 

It must be borne in mind, however, that the Keynesian remedy for unemploy- 
ment is quite different from the usual treatment of fiscal policy as related to the 
business cycle. It is not new for economists to propose public works and deficit 
spending by the government in periods of depression to create full employment, 
provided taxes are increased during the prosperity phase to reduce the debt and 
bring it back to a normal figure. 

The problem posed by Keynes is that of a matured economy and secular 
stagnation. Therefore, full employment may require perpetual deficit spending 
and a continuous secular rise in the national debt. Here the Keynesian econo- 
mists realize the normal fears of business men and of so-called “orthodox” 
economists regarding the expansion of public debt, ad infinitum. But here again 
Keynes and Hansen find a ready answer and a simple solution. Our fears are 
allayed by the burdenless internal debt—‘‘We owe it to ourselves.” All funds 
received by the government to service a large and growing public debt are paid 
right back to the citizens who have bought the bonds and are the government’s 
creditors. ‘A debt internally held has none of the essential earmarks of the 
private debts of an individual.” 


CRITICAL ANALYSIS AND APPRAISAL OF THE KEYNES-HANSEN THEORY OF A MATURED 
ECONOMY AND SECULAR STAGNATION 


As we review in historical retrospect the two decades from 1920 to 1940, and 
especially the decade of the thirties, with its chronic unemployment and stag- 
nated industry, we owe it to ourselves as scientists to examine and evaluate all 
the factors which might, could, or did contribute to that condition. And when 
we consider carefully some of the factors which could have contributed, we grow 
skeptical of the Keynes-Hansen theory of a matured economy and secular stagna- 
tion. . 

My own studies have led me to believe that the major cause of unemployment 
and stagnation in the thirties was the decline of competition and the growth of 
monopolistic competition. The evidence of the decline of competition and of 
the growth of monopoly in this period is most convincing, and most of the mem- 
bers of the Keynes-Hansen school would doubtless admit it. 

However, the proponents of their thesis—particularly those who have been 
called into government positions as policy makers—would probably say “We are 
not especially concerned with cause; we were called in by our respective govern- 
ments to meet a condition. The malady confronting our nations was unemploy- 
ment and chronic stagnation. We have prescribed a remedy which will effect 
a cure if administered in sufficient doses and as long as needed.” 

To this defense, we would respond that if the decline of competition is the basic 
cause of unemployment and stagnation, then the restoration of competition is 


A. H. Hansen, After the War—Full Employment, p. 7. 
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the logical prerequisite, or sine qua non, of full employment and capacity pro- 
duction. 

To this proposal, there comes the immediate response, “we grant that competi- 
tion is desirable, but the growth of monopoly is inevitable.” It is at this point 
that we come to grips with what I believe to be the most basic contradiction in the 
entire realm of economic theory and economic policy. Is monopoly inevitable 
and competition impossible? Must we reconcile ourselves to a continual de- 
cline of competition and an incessant growth of monopoly and monopolistic 
competition? 

I think it may be safely asserted that economists, certainly the economists of 
the American Economic Association, and probably of our own Southern Economic 
Association, are in sharper and more honest disagreement on this point than on 
any other in the whole field of economic theory and economic policy. 

It is frequently said that the stars in their courses decree that monopoly shall 
wax and competition wane; that such a trend is inevitable and inherent under 
private capitalism;" that we might as well attempt to turn back the tides as 
to attempt to stop the inexorable growth of monopoly. Still others contend 
that in all areas characterized by decreasing cost, either monopoly or government 
intervention is imperative in order to assuage the rigors of cutthroat competi- 
tion.” 

I will readily grant that competition has waned and monopoly has waxed, and 
very rapidly,inmy day. But the point which I am not willing to concede is that 
it is decreed in the stars, or is the working of inexorable law, or thenatural cul- 
mination of laissez faire, or a byproduct of decreasing costs. 

We believe that in so far as the role of government is concerned much more 
has been done to promote monopoly than to sustain and intensify competition, 
and this despite the numerous references to antitrust legislation, the Federal 
Trade Commission, and the Interstate Commerce Commission. A resort to 
historical evidence should prove profitable at this point. 

Let us first review a few test cases under the Sherman Antitrust Law. 
Among the early test cases involving the Sherman Antitrust Law was the E. C. 
Knight Sugar Case. There was little attempt made by the defendant to deny 
that it was a trust in the legal sense of the term or that it did not restrain trade. 
The whole case was based on the idea that the refining of sugar was intrastate 
and that therefore they could not be prosecuted as a monopoly engaged in inter- 
state commerce. The Supreme Court ruled for the defendant and in effect said 
that ‘‘a monopoly in the manufacture of sugar could not be held to be a monopoly 
in interstate commerce." 

Indeed, the majority opinion of the Supreme Court carried these words: 
“The business of refining sugar... bore no relation to commerce between the 


10 View of Stuart Chase in Government and Business and in The Survey Graphic, Nov., 
1935. 


11 Consult works of Marx and Lenin. 
12 View of Rufus S. Tucker, economist for General Motors Corporation. 
13 R. T. Ely, Outlines of Economics, 5th ed., p. 573. 
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states.” Thus, in reality, the Court held that “manufacturing was not commerce”’ ; 
that the government had failed to show that the Sherman Antitrust Act pro- 
hibited combinations in restraint of trade unless interstate commerce was 
involved; and that therefore virtually all manufacturing was outside the pale of 
the law. “That decision gave a new impetus to the combination movement, 
which developed rapidly” thereafter.“ 

In the Standard Oil Case the Court introduced for the first time the famous 
“rule of reason” and while it reluctantly ordered Standard Oil dissolved because 
of unreasonable restraint of trade, the decision announced that, as to the future, 
combinations would be declared illegal, only if the restraint they exercised was 
unreasonable. 

Again, in the case of U.S. Steel, the Court ruled that “bigness is not badness; 
that no public purpose would be served by its dissolution.” So, the steel com- 
bination, with its Pittsburgh plus, basing points, exchange of price lists, and con- 
certed adjustment of output to the market in such a way as to achieve monopoly 
price and profits, was given a clean bill of health by the Supreme Court. 

No wonder that at one of the famous Gary dinners the following toast was 
given: 


“The melancholy days are gone, 
We're feeling light and airy. 
We’re not acussing anyone, 

But just ablessing Gary.” 


A careful study of these and other cases would seem to make it obvious that the 
federal courts and the Supreme Court itself did not believe in the efficacy of anti- 
trust legislation and gave most ineffective enforcement. That is why, in the year 
1910, Dr. Ely was moved to write: ‘For twenty years the Sherman Act was least 
effective in the very field to which it had been particularly designed to apply. A 
few industrial pools and price agreements were declared illegal by the federal 
courts, but in the only case involving a trust of the modern type that came before 
the Supreme Court the decision was for the defendant corporation.” 

When we turn to the political angle of “trust busting,” it is only fair to say that 
during McKinley’s administration there was utterly lacking the will to interfere 
with combinations in restraint of trade, with the result that many of the great 
mergers and monopolistic combinations were launched and perfected during the 
years of his administration. Of course, Theodore Roosevelt achieved something 
of a reputation for “trust-busting,” but when his efforts were distilled through the 
courts, there was a pretty wide discrepancy between promise and performance; 
between expectation and realization. Undoubtedly, Woodrow Wilson would 
have moved in on the trusts and widened the role of competition had he had the 
opportunity to be a peacetime executive, but fate decreed that he must be a war 
president, and he soon discovered that ‘‘a war to end war” was more important 


14 W.H. Kiekhofer, Economic Principles, Problems and Policies, 1st ed., p. 821. 


18 Outlines of Economics, p. 573. The case specifically referred to here was United States 
vs. E.C. Knight Co. 
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than a war to end conbinations in restraint of trade, so the forces of monopoly 
marched forward. 

The interregnum between Wilson and Franklin D. Roosevelt, beginning with 
Harding and running on as the ‘“‘Mellon, Coolidge, Hoover regime,”’ will ever be 
known as the field day for big business and combinations. The Republicans rode 
into power promising “more business in government and less government in 
business.”” And never did a party carry out its platform with greater thorough- 
ness. Harry M. Daugherty was made Attorney General, and big business 
knew immediately that it was “safe.” The scandals surrounding the names of 
Daugherty, Denby, Fall, Sinclair, and others will ever live to blacken the pages of 
American history. For a brief moment, while Harlan F. Stone was Attorney 
General, it seemed that the antitrust laws might be enforced, but when that 
seemed imminent, he was hastily lifted to the Supreme Court and succeeded by 
one who would not interfere. 

Not only was this a period of nonprosecution, but it was a period of active pro- 
motion of combination on the part of government itself. Herbert Hoover, as 
Secretary of Commerce, actively promoted the formation of trade associations, 
exchange of price lists, and open price fixing. On this point Harold G. Moulton 
has said: “The development of trade associations in the 1920’s was systematically 
encouraged under the leadership of the United States Department of Commerce. 
Indeed ‘stabilization’ was one of the fundamental policies of the Hoover regime— 
the stabilization of prices being regarded as a means of preventing disorganiza- 
tion and hence as a key to stable production and permanent prosperity.” Yet 
he continues, by way of appraisal and comment: “The evolution of industrial 
policy in recent times has thus served in substantial manner to prevent or impede 
the functioning of the competitive price mechanism. That is to say, over an ever 
widening segment of the economic system the process of persistently expanding 
purchasing power by means of price reductions (as improved processes reduce 
costs) has been checked. Thus one of the primary agencies of adjustment upon 
which the capitalistic system was supposed to rely has in substantial degree 
ceased to be operative.’ 

The Harding-Mellon-Coolidge-Hoover regime had little in common with pri- 
vate competitive capitalism. The visible hand of monopolistic price and produc- 
tion control was widely substituted for the invisible hand of flexible prices in the 
presence of competitive demand and supply. 

Truly, in the decade of the twenties, monopoly waxed and competition waned, 
but what competent student of economic and political history would maintain 
that the decline of competition was decreed in the stars, or was the working of 
inexorable economic forces? 

The New Deal program in the decade of the thirties is unique and without par- 
allel in American history. It would appear that because so much was said about 
freedom of enterprise and rugged individualism under Mellon, Coolidge, and 
Hoover, that they believed that we had had free enterprise and competitive capi- 
talism under them and that this was the system which had failed. During the 


13 Income and Economic Progress, p. 138. 
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Roosevelt regine we substituted a form of planned economy, with a high degree 
of production and price control. The AAA was formed to help agriculture enjoy 
the profits and privileges of monopoly. Government subsidy and bank credit 
were used to impel or compel farmers to grow fewer pigs, less cotton, wheat, and 
corn. Every power of government was used to force agriculture to organize itself 
around an economy of scarcity and high prices and thus behave to all intents and 
purposes like a monopoly. 

Under the NRA industries were required to get together and to agree upon 
quotas and prices and were admonished to keep the quotas low and the prices 
high. By governmental fiat, industries were virtually required to formulate a 
code with price and quota specifications and organize themselves into a virtual 
national monopoly. As evidence that the government was well aware of the 
nature and significance of its acts it was specifically stated that those who col- 
laborated with the NRA would be exempt from prosecution under the Sherman 
Antitrust Law. 

One may not agree in full with the late Professor Simons of Chicago, yet there 
is a high degree of valid truth to his statement when he said of the New Deal 
‘While posing as a liberal ‘reform movement,’ bent on saving the free enterprise 
system, the New Deal in fact stood for a series of improvisations reactionary in 
their long-run implications.” Again he said that “‘one cannot criticize the poli- 
cies of the present government administration without seeming to approve those 
of its predecessors. [Yet] In fact, one must condemn the Democrats mainly 
for their wholesale extension of the worst policies of the past. The NRA is 
merely Hoover’s trust policy writ large. The agricultural measures... are the 
logical counter-part and the natural extension of Republican protectionism.’’!’ 

Surely, if monopoly waxes and competition wanes under these conditions, one 
would be naive indeed to proclaim that it is decreed in the stars or the natural 
evolution of economic forces. Surely, if an economy, so planned and organized, 
operates at fractional capacity and fails to yield full employment, we economists 
are utterly lacking in powers of diagnosis if we pronounce the malady as one of 
secular stagnation, resulting from a matured economy. : 

But analysis of the question of maturity and stagnation cannot be completed 
without reference to the subject of patents. We all know that invention, re- 
search, and technological improvements are at the very heart of dynamics, and 
an economy can never mature so long as invention and improved technologies are 
continuously registering their impact upon the economic system. The United 
States has been most magnanimous with inventors in its patent legislation, believ- 
ing that rich rewards to the inventor would stimulate invention and contribute 
to the public welfare by speeding up research, yielding new and improved proc- 
esses, new goods, and even new industries. Yet, here again, Professor Burns tells 
us in his book The Decline of Competition that competition has waned in our day 
because of a new attitude by the courts which makes it legal to “put patents to 
sleep.” On this point he says, ‘Until about 1898 patents were required to be 
utilized if the right was to be preserved. In 1896, however, it was held for the 


17 John Davenport, ‘“‘The Testament of Henry Simons, Fortune, Sept. 1946, p. 117. 
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first time that the suppression of a patent was within the rights of the patentee, 
and the principle was acknowledged by the Supreme Court in 1908 and again in 
1916’"8 (p. 15). “Patents have been put to sleep by the American Tobacco Com- 
pany, the United Shoe Machinery Company, the American Steel and Wire 
Company, the General Electric Company, and the American Bell Telephone 
Company .... Thus a law intended to encourage the improvement of methods of 
production is interpreted so as to permit the obstruction of the utilization of new 
knowledge in order to protect those who have committed themselves to methods 
now obsolete” (p. 16). 

Not only have patents been “put to sleep” to put a damper on dynamics and 
change, and circumvent or forestall the introduction of newer and lower cost tech- 
niques, but expensive litigation carried to the point of duress, brow-beating, and 
sometimes to the point or threat of bankruptcy has been used frequently by large 
firms to prevent the introduction and development of new inventions and proc- 


esses. Again quoting from Burns regarding reasons for the decline of competi- 
tion he says: 


The high cost of patent litigation places in the hands of financially powerful units a 
very effective weapon of attack upon small firms. They may be expelled, forced to merge, 
or prevented from exploiting patents which they have obtained but the validity of which 
they cannot afford to have confirmed by the courts. One million dollars are said to have 
been spent in preventing infringement of the patent of the Edison incandescent lamp. 
Threats of patent suits are said to have assisted the National Harrow Company, the 
National Cash Register Company, the National Binding Company, and the Eastman 
Kodak Company to maintain their positions in their respective industries. ... The high 
cost of patent litigation makes the holding and protection of patents a business possible 
only for large and well-financed corporations. It sometimes tends to the consolidation 
of patent holdings, thus extending and increasing the monopolistic control granted by the 
patent law and inducing the emergence of large firms which, even apart from the patent 
law, cannot be expected to behave competitively (pp 16-17). 


I shall not take the time of the group here to show how the American protective 
tariff system has contributed to the decline of competition. Surely there is much 
of fundamental truth in the old saying that the tariff is the mother of trusts. 
First, foreign competition is eliminated by the tariff, and then the road is paved 
to eliminate domestic competition by one or more of the various devices enumer- 
ated above. I also presume that it is not necessary to point out here that 
American mergers and the general trust movement would be only the labor of a 
mountain to bring forth a mouse were it not preceded and undergirded by a pro- 
tective tariff. Only in those instances where the domestic trust has evolved into 
an international cartel could the fruits of monopoly be achieved if divorced from 
a protective tariff. 


18 Heaten-Peninsular Button Fastener Co. vs. Eureka Speciality Co., 77 Fed. 288 (1898). 
“His patent is exclusive and so clearly within the constitutional provisions in respect of 


private property that he is neither bound to use his discovery himself, nor permit others to 
use 
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vI 
MODERN LABOR POLICIES AND UNEMPLOYMENT 


Before leaving the subject of monopoly and the ways and means by which its 
growth, or the decline of competition, has contributed to fractional capacity and 
unemployment, it seems expedient at the present moment to insert a few words 
with respect to labor. 

1. The High-Wage-Purchasing-Power Doctrine. Much has been said during 
the past few years of the “high-wage-purchasing-power doctrine.” Within 
limits it certainly has a high degree of validity. We have produced in America 
an industrial machine of tremendous capacity. We found that during the war 
we could produce 160 billion dollars’ worth of goods in a year even with millions 
of men under arms. I think it may be readily conceded that we cannot operate 
this industrial machine at capacity and get the goods all sold if the laborers in the 
shops and factories and on the farms are paid sweatshop wages. On the other 
hand, we must never forget that, in so far as the science of economics is concerned, 
“wages” is only another chapter in the field of value and price. Therefore, in 
harmony with all other commodities and services, if the price of labor is too high 
it is impossible to get it all sold. Unemployment may, and sometimes does, come 
to various labor groups simply because they have priced themselves out of the 
market. I think we might agree that if some of us economists in this room to- 
night were to place a reservation price on our services of $10,000 a year and refuse 
to accept a position for less—defending our position on the ground that we need 
higher purchasing power in order to make us more effective demanders for goods 
—then, the result might be unemployment instead of a $10,000 job. 

In this connection, your speaker recalls vividly a conversation which hehad 
with Alvin Hansen (1932) when we were both on the economics staff of the Uni- 
versity of Minnesota. We were discussing the severe and prolonged depression 
in England during the middle and late twenties when almost all the rest of the 
world was enjoying prosperity. I asked him how he accounted for England’s 
prolonged depression and high unemployment. His answer was quick and inci- 
sive: “It is the result of an uneconomic high wage.” He then went on to explain 
that England had insisted on returning to the prewar (113 gr.) gold pound ster- 
ling. This return to prewar gold par greatly increased the value of the pound, 
but automatically lowered prices to the same degree. Yet, organized labor was 
strong enough in England to block a reduction in wage rates. The result was 
that employers could not continue to set in motion the entire labor force of the 
country at wage rates established during inflation while off the gold standard, and 
then sell the goods at the deflated prices obtaining after a return to the gold 
standard. 

Professor Hansen is, and always has been, a friend of labor and a firm believer 
in high wages. Yet he knows that there are limits to the high-wage-purchasing- 
power doctrine. There is such a thing as an “uneconomic high wage.” Labor 
can price itself out of the market and make more difficult the achievement of full 
employment. 


} 
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2. Labor Organizations and Monopoly. As these words are being written, the 
coal strike is on and the nation is threatened with complete economic paralysis. 
This is because there is a seller’s monopoly with respect to coal miners. Virtually 
all the coal mining labor in the United States must be bought from one seller, 
John L. Lewis, president of the United Mine Workers of America. Consistent 
with other monopolists, the price and other conditions of sale must be effected on 
his terms. “No contract, no work.” Monopolistic bargaining power is further 
strengthened by the knowledge that there is control over the supply of an impera- 
tive necessity. ‘‘Coal miners can do without wages longer than the nation can 
do without coal.” 

While the United Mine Workers is an extreme example of labor organization 
carried to the point of complete monopoly, we have others of approximate 
strength and power. Furthermore, their power is made doubly effective when 
functioning through sympathetic strikes or the general strike. 

When faced with monopoly in the field of labor, our position is precisely the 
same as that taken with respect to monopolies in the field of business. Therefore, 
if and when organizations of labor become powerful enough to paralyze the na- 
tional economy and create economic stagnation, then the time has arrived to 
bring them under the Sherman Antitrust Law as combinations in restraint of 
trade. 


vil 
SUMMARY STATEMENT 


We have developed at length what we believe to be some of the fundamental 
reasons for the decline of competition and the growth of monopoly in the United 
States. But industries characterized by monopoly, or even monopolistic com- 
petition, seldom if ever achieve maximum profit by operating at capacity and 
providing full employment. Theirs has always been an economy of scarcity and 
high prices. At any rate, these are the reasons why your speaker has never 
agreed with the “matured economy and secular stagnation” theory for the late 
thirties as presented by Hansen and the disciples of Keynes. I think the diagno- 
sis was fundamentally wrong, and that the error in diagnosis led to an even greater 
error in prescription for cure. I wish to take an even stronger stand than was 
taken by Dr. Viner of Chicago, when he delivered his presidential address to the 
American Economic Association in 1940. At that time he said: 


The point which I wish to make now is that the old dogma that monopoly power is 
basically the product of governmentally protected or sanctioned privilege and will not 
survive on a large scale if such special privilege is withdrawn or kept to its practical mini- 
mal limits, still has sufficient plausibility to warrant further inquiry. It seems to me a 
reasonable hypothesis, that if much of the impressive array of governmental encourage- 
ments to monopoly could be removed . . . the chief evil product of monopoly . . . would 
shrink to easily tolerable dimensions.” 


19 American Economic Review, March 1940, pp. 12-13. 
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Viner further states that: 


“The record of government encouragement to monopoly, when looked at in conjunction 
with government’s spasmodic efforts to enforce competition, and its intermittent clamor 
against monopoly, reminds me, and justifiably so, of an old cartoon I once saw, depicting 
a political demonstration in the streets of London, in which the determined looking 
marchers carried two banners, one of which bore the slogan, ‘NO MONOPOLY?’ and the 
other the slogan, ‘NO COMPETITION”’ 

“All that I suggest, therefore, with respect to the dogma that free competition can 
substantially survive if government gives it due protection and encouragement, is not 
that its validity under modern conditions is obvious, but that we have not the right defi- 
nitely to reject it before it has been given an honest and thorough test.” 


We are doubtless still agreed that the central and basic economic problem of the 
twentieth century, and especially of our day and generation, is that of FULL 
EMPLOYMENT. Certainly, all other things are secondary to that. 

Now, if we grant the validity of the matured economy and secular stagnation 
theory as advanced by Hansen and Keynes as the basic explanation for fractional 
capacity and chronic unemployment in the decade of the thirties, then I think it 
would be wise to follow them also as to prescription. Indeed, they should be 
highly complimented for the simplicity and adequacy of their remedy. First, 
let private enterprise absorb as many as it will. Then let government assume 
responsibility for the employment of the rest. Of course, this will call for vast 
government expenditures, most of the time far beyond the means of contempo- 
rary revenue, thus calling for continuous deficit spending and a secular trend up- 
ward of the public debt. This probability is readily granted by the Hansen 
proponents. But it does not worry them because as to the debt, ‘we owe it to 
ourselves” and therefore it is burdenless and nothing to worry about. As to the 
burdenlessness of an internal debt, I shall not enter into that at this time. The 
problem was treated at length at the last meeting of this association, and your 
speaker has addressed himself to the subject in an article already in print”. 

What I do wish to say is that I do not believe that the vast volume of unem- 
ployment in the decade of the thirties was the result of a matured economy. 
There may have been secular stagnation, but if so, it was because governmental 
policy and business practice were organized around the monopoly principle of 
scarcity and high prices. 

If there is unemployment because we have fostered an economy of scarcity 
instead of efficiency; if there is unemployment because government through 
executive, legislative, and judicial branches has done more to promote monopoly 
than competition; if there is unemployment because patents, designed to stimu- 
late production, have been stifled and put to sleep to promote monopoly and 
private gain; if there is unemployment because labor has priced itself out of the 
market, or because labor organizations have advanced to the point where they 
become combinations in restraint of trade; then the way in is the way out. LET 


20 Tbid. 


21H. L. McCracken, ‘‘Why Wars Produce Post-War Depressions,’ Southwestern Social 
Science Quarterly, June 1942, pp. 52-62. 


| | 
| 
| 
} 


ECONOMIC CONTRADICTIONS 359 


THE PUNISHMENT FIT THE CRIME. When successful diagnosis reveals 
the source of the malady, then successful prescription will go to the source for 
cure. It is, therefore, our firm conviction that deficit spending by government 
for the purpose of setting in motion all unemployed wherever found or for what- 
ever cause can never be considered as more than a temporary palliative, and is in 
no sense a scientific remedy for the problem of full employment. 


THE KEYNESIAN REMEDY AND ECONOMIC RESEARCH 


As indicated above, the central, or paramount economic problem of the 
twentieth century, and especially of the present moment, is that of full employ- 
ment. The achievement of that goal should be the major objective of every 
government, and the means by which it may be accomplished should be the basic 
problem for economic research. 

Yet, if the problem is as simple as a “matured economy” and the remedy as 
simple as deficit spending and the secular rise of a burdenless debt internally held, 
then our basic economic problem is solved. 

On this point we have the very recent bulletin by Arthur F. Burns on Economic 
Reasearch and the Keynesian Thinking of Our Times. He says: 


“The theme of my report is to relate the work of the National Bureau [of Economic 
Research] to the Keynesian thinking of our times. The opinion is widespread that Keynes 
has explained what determines the volume of employment at any given time, and that our 
knowledge of the causes of variations in employment is now sufficient to enable govern- 
ments to maintain a stable and high level of national income and employment within the 
framework of our traditional economic organization. If this opinion is valid, the solution 
of the basic problem of democratic societies is in sight, and the National Bureau would do 


well to reconsider its research program. Unhappily, this opinion reflects a pleasant but 
dangerous illusion (p. 5). 


I wish to say that I am in thorough agreement with the view as expressed here 
by Mr. Burns. The problem of unemployment is a most difficult and compli- 
cated one. Many forces and factors contribute to its existence and persistence 
as the foregoing analysis clearly reveals. The proposal that a matured economy 
was the basic cause of unemployment in America in the decade of the thirties, 
and that deficit spending is an adequate remedy constitutes a decided oversimpli- 
fication of the problem and a remedy unrelated to cause. If we are to approxi- 
mate the desired goal of full employment we must pursue still further and more 
intensively our researches into the various causes of unemployment, and then 
strive for the elimination of causal conditions. Employment at government 
expense, regardless of cause, does not constitute a constructive remedy and fails 
to meet the demands of justice wherein the punishment fits the crime. 

In conclusion, I should like to observe that it seems a bit ironic that a “matured 
economy suffering from secular stagnation” should have invented the atomic 
bomb and ushered in the atomic age. Therefore, as your President, I should like 
to request, as a matter of personal privilege, that I be permitted to hope that the 
atomic bomb has utterly exploded the myth of a matured economy. 


| 
| 
| 


MONOPOLY AND THE SOUTH 


WENDELL BERGE 
United States Department of Justice 


More than eight years ago the late President Roosevelt in a letter to the mem- 
bers of the Conference on Economic Conditions in the South described the plight 
of the South as ‘“‘the Nation’s Number One economic problem.” You are famil- 
iar with the substance of the report of that conference. It drew a glaring por- 
trait of an area rich in economic endowments but baffled in the realization of its 
potential capabilities by the hold of habit on economic outlook, by waste in 
economic resources, and by the opposition of entrenched monopoly controls. 

Although it is not yet a decade since that report was completed, time has run 
and the world has undergone irrevocable change. The South along with the 
other great regions of the United States threw its energy and its spirit into the 
defense of freedom. In the same way that the immense drama of war and peace 
has altered economic facts and prospects elsewhere, so the events of these years 
have left their imprint upon the South. The South is now confronted by many 
profound questions which must be answered if its economic development is to 
continue and if it is not to slip back to the doldrums of prewar years. Instead 
of becoming again a problem area, the South, like the West, undoubtedly will 
seek to retain its gains and to go forward in the fulfillment of its capacities as a 
prosperous productive region within an expanding national economy. 

It may at once be said that the gains which have been made during the war 
years are striking. Their extent may be judged from a report recently issued by 
the Department of Labor. This study, based upon a comprehensive survey of 
the southern states from Virginia to Texas, offers a far different picture than that 
which this same region presented in 1938. New industries have grown up, prod- 
ucts never made in the South before the war are now manufactured here, and 
both per capita income and productivity have risen at rates as high as or higher 
than in any other part of the country. The percentage of total national income 
for which the South now accounts is larger than at any time in history. 

During the war years the South has substantially reduced its indebtedness, 
thereby decreasing its interest-tribute to the North, and increasing southern- 
owned equity in southern industry. This new equity can be used by southern 
enterprisers to strengthen their hand in the control and operation of southern 
industry, free and independent of northern domination. This, in most general 
terms, constitutes the bright side of the picture. It is a panorama of hope and 
promise, but it is not enough to warrant complacence about the future. 

The South must progress a long way to reach economic parity with the North 
and to throw off what has been described as its economic ‘colonial status.” 
The great bulk of southern industry, transportation, and commerce is still con- 
trolled by the North. Monopoly during the war strengthened its hand every- 
where, including the South. Absentee ownership and control of southern indus- 
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try and economic assets are still very much in the picture. They represent, 
basically, the major economic problem of the South. 

We must admit that we have not yet coped very successfully with this problem. 
More than fifty years ago that great constructive southern thinker, Henry W. 
Grady, was advocating for the South diversification of agriculture, creation of 
local industries, and the development of manufacturing. Grady was sometimes 
ironic about the South’s lack of economic freedom under its antiquated agrarian 
system. He once said that a poor man who died in Georgia had a gravestone 
from Vermont, a coffin from Cincinnati, funeral clothes from Boston and Chicago, 
and that the South “didn’t furnish a thing for that funeral but the corpse and the 
hole in the ground.” I suspect that the same situation exists about as it was in 
Grady’s time. The South must now especially be concerned with the concentra- 
tion of control in economic affairs, because it, like the West, has many new indus- 
trial capacities which will be a target for monopolies seeking to extend their 
control. 

In discussing the disparity in economic conditions which works to the detriment 
of the South, I want to make clear at the outset that it is my opinion that a sound 
national economy depends on the vigor of the development of all sections of the 
country. It is not a question of building up one region as against another. It is 
rather an acceptance of the fact that our country cannot be prosperous if artificial 
and unnatural impediments are put in the way of each region’s developing to the 
fullest its own industrial potential. Without elaborating the point, it is my belief 
that when the South or the West is not permitted the maximum development of 
which it is capable, the East and the North also suffer in the long run. 

The South now possesses all of the assets that are necessary to translate oppor- 
tunity into accomplishment. Its physical resources are profuse and varied. Its 
soil produces a wide range of agricultural products in addition to those such as 
cotton and tobacco in which it leads the world. Several hundred types of com- 
mercially valuable minerals are found in the South—coal, iron, the bauxite which 
is essential to the manufacture of aluminum, asbestos, zinc, and many others. 
More than half of our production of crude oil and natural gas comes from southern 
states, and nearly all of such important commodities as phosphates and sulphur. 
The South has abundant water resources and highly developed roads and naviga- 
tion facilities—and as the basic requisite for growth, the South has a young and 
abundant supply of labor. 

In contrast with this ample heritage of raw materials and people are the prac- 
tices and accumulated artificial handicaps which for so long retarded southern 
development. Here again there is no need to recapitulate in detail the story of 
eroded soil, too often furrowed more by neglect than by use; of unwisely exploited 
resources, misdirected energies, and the tragedy of waste which has depleted so 
much of our national wealth without returning a comparable compensation to the 
people. All of us know too well the toll which such conditions may take from the 
lives of those who live in an area subject to the ravages of economic error. That 
story also has been told too well and too bitterly in the past, both in the lower 
standards of education and the poorer conditions of health that have afflicted 
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large sections. These same factors have accounted for a continuous stream of 
migration from the southern states. 

The scarcity of capital and credit in the South have constituted a tremendous 
barrier to the development of local industry. Ordinarily the South has had to 
depend almost entirely on outside sources for the financing of its industries with 
the consequence that absentee ownership and management have for long domi- 
nated many of the larger southern industrial activities. In consequence of this 
situation southern resources in some cases have deliberately been left unused by 
absentee owners to prevent the development of competition. In other cases 
southern production, subject to remote control, has been coordinated with de- 
signs of monopoly in other areas not to benefit the nation or the South but to 
further the interests of the monopoly group. Both as producers and consumers 
the people of the South have felt the effects of such monopoly methods more 
keenly, even if more indirectly, than citizens of New England or of the Midwest. 

We do not have to go far to seek examples of the way in which remote monopoly 
groups have been able in past years to limit southern economic development. 
This situation has existed in the steel industry over many years. In the case of 
bauxite nearly all important deposits have been owned or controlled by outside 
interests. Even though there is an abundance of zinc ore in the South, the zinc 
has been fabricated not in the South, where the ore is found, but in other areas. 
In effect, many southern mineral resources have been limited to the status of 
colonial mines. 

Some of these effects of monopoly on the South can best be illustrated by citing 
specific examples. There have been many instances in which new southern 
industries came into being and vanished at the whim of monopoly. One such 
case occurred during the First World War. When American imports of safety 
matches were cut off by the war a large match plant was built in Savannah. In 
1920 when an international match cartel was formed between the major American 
producer and the Swedish match company controlled by Ivar Kreuger, one of the 
provisions of the cartel agreement was the razing of the Savannah plant. Ata 
later date, in 1931, the Kreuger group started to build a match plant in Natchez, 
Mississippi. Before it could be finished, another cartel agreement intervened 
and the plant, instead of being completed, was demolished. 

In the roster of monopolies and cartels which have been prosecuted by the 
Department of Justice during the past 10 years are included such basic industries 
and products as aluminum, chemicals, fertilizers, glass, electrical equipment, in- 
candescent lamps, magnesium, newsprint, dyestuffs, drugs, plastics, photographic 
materials, foodstuffs, tobacco, and a host of lesser items. Every one of these 
cases involved at some point questions and issues vital to the emergence of new 
southern industry or essential to the welfare of southern consumers. The total 
cost of such monopolies is, of course, incalculable, but it has been estimated that 
the price paid by the South for the existence of just one monopoly, that in com- 
mercial fertilizers, was great enough to have provided a college education for 
every high school graduate of the southeastern states. 

The weapons of monopoly are as numerous as they are artful and varied. It is 
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for this reason that monopoly conditions have often grown up almost unnoticed 
by the public until one day it is suddenly realized that an industry is no longer 
competitive but is governed by an economic oligarchy able to crush all competi- 
tion. It is all the more important, then, that we should clearly understand the 
elements upon which monopolistic control is generally based. In themselves, 
these elements are relatively simple but in their operation they are intricate and 
complex. A monopoly group may acquire control of raw materials. In the past, 
monopolies of this type were especially important. Today, however, there are 
only a few industries in which monopoly control of limited natural resources is the 
real problem. 

At the present time, such factors as the control of technology, of research, and 
of “know-how” are far more likely to be the basis of monopoly power. Where 
these are not sufficient, a whole array of ingenious devices may be employed to 
substitute monopoly power for the free play of competition in the market. 
Markets may be divided. Fields of production may be allocated among a privi- 
leged few. Quotas may be placed upon output. Prices may be artificially fixed 
and enforced through marketing agreements. Gentlemen’s understandings may 
impose discrimination against individual buyers and sellers. Or, in some cases, 
by taking advantage of already entrenched positions, monopoly groups may 
employ their power over credit to squeeze small industries and lesser rivals out of 
the market. 

Beyond such tactics there are many shadowy monopoly practices which have 
so infiltrated the operation of industry that it becomes extraordinarily difficult to 
remove them. The use of complicated trade statistics or of carefully worked out 
basing point systems may be just as effective in accomplishing the will of monop- 
oly as would be the outspoken fiat of an economic autocrat governing industry 
openly and directly. 

Although it would be possible to cite scores of cases illustrating in detail the 
motives, the methods, and the consequences of every stratagem which modern 
monopoly commands, it will suffice to point out that in all such cases there is at 
some point an abuse of power and a violation of the laws and principles upon 
which our free economy is based. Monopolies strike at the root of those qualities 
of efficiency and progress which the world identifies with American industry in 
general. Even if there were no other reason to censure monopoly as inimical to 
the public interest, the inescapable inefficiency which results would demand that 
we attack it. 

Monopoly can be efficient only when it is in a position to compel others to carry 
the burden of costs and waste. The truth of this assertion was clearly demon- 
strated in a recent antitrust case in which the defendant was among the world’s 
largest retail distributors of food products. This group employed massed pur- 
chasing power and massed selling power to destroy all semblance of genuine 
competition in the production, manufacture, processing, distribution, and sale 
of food products in a nation-wide market. This particular monopoly system was 
integrated both vertically and horizontally, so that all power was concentrated 
in a small compact nucleus of top management. As the largest organization in 
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its field it was able to place an unusual number of restraints on competition at all 
levels, and its tactics are instructive. In purchasing supplies it continuously 
sought to coerce discriminatory buying preferences from manufacturers and pro- 
ducers. A dual threat was employed to this end: either the monopoly group 
might withdraw its patronage, or it might manufacture the same commodity as 
a competing producer. In effect, this amounted to a direct threat of boycott. 
The secret of the system was a differential price structure under which the 
monopoly group could pay low prices for its own supplies while all competitors 
were forced to pay higher prices. The greater the preference it could obtain the 
higher was the price which then had to be charged to others. 

So far as its retail competitors were concerned the monopoly group could make 
it difficult or even impossible, if it chose, for them to survive. By selecting points 
of attack it could at any moment throw its full weight against the small rival 
until he was eliminated from business. How deeply such practices could cut into 
the fabric of a free economy was shown by the treatment which the monopoly 
group accorded to independent farmers. Even aside from the constant manipu- 
lation by which it could raise or lower the price of farm products through monop- 
olistic demand, this group was not above venting its disapproval upon individ- 
uals. For example, after a convention of fruit growers in a southern state had 
been assembled and lectured upon the benefits of dealing exclusively with the 
chain, it was anticipated that unanimous assent would be forthcoming from the 
audience. Several growers, however, protested that to abandon the open auction 
which was their custom would permit the monopoly group to skim off the cream 
of the crop, or conversely, to drop the bottom out of the market for fruit it did 
not choose to buy. The dissenting farmers thereupon became marked men. 
No purchases at all were made from them and very shortly they were forced out 
of business, and in effect out of their livelihoods. 

Unfortunately, such cases are not isolated. Such inroads upon the free market 
constitute an assault upon economic liberty at its source. It is only necessary 
to translate the significance of such a situation to the veteran starting in business, 
to the independent inventor seeking to exploit a new discovery, and to the 
average family trying to meet its needs or to achieve higher standards of living. 
When monopoly has the power to stifle competition, or to impose its own terms 
upon the market and consumers, it constitutes a denial of that economic oppor- 
tunity which is the core of our system of free enterprise. Even more, the denial 
of opportuity not only creates economic difficulties; it presents a crisis to the 
central values upon which American society is based. If the increasing concen- 
tration in American industry were to continue indefinitely we should not simply 
be confronted with obstacles to the future economic development of the South 
or of the West or of the nation; in effect, we should be faced with a catastrophe 
of those economic and political principles which lie at the heart of American 
democracy. 

There would be no point in describing these dangers, real as they are, if they 
could not be avoided. The proof that they can be overcome is contained in the 
magnificent performance of American industry during the war and in the contri- 
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bution which the South made to that achievement. Given the start that it now 
has there is no visible limit to the economic development of the South any more 
than there is a fixed boundary to the growth of the American economy. 

At the present time no one can say how far the readjustment of the southern 
economy will go. As manufactures of all types continue to increase, agriculture 
also will undergo some changes. It may no ionger constitute in years to come the 
predominant occupation that it is today. It is very likely that much greater 
diversification will occur, both in industry and agriculture. It is not likely now 
nor is it ever likely to become the aim of the South to develop into a one-sided, 
highly mechanized, overindustrialized section. I suppose that what the South 
seeks and needs is to acquire economic balance and proportion. In this respect 
the decentralization of industry which began during the war is especially impor- 
tant. The war plants built in this great southern region can and should be a 
direct boon to southern industries, and these plants must not become additions 
to the control of existing monopolies. 

The scope of our tasks is equalled only by the extent of the cooperation which 
they require among industry, labor, and government. In this respect the South 
already knows what such cooperation can do. The Tennessee Valley Authority, 
perhaps the most successful experiment in economic cooperation in American 
history, has demonstrated what happens when latent resources are brought to 
light. The returns are immediate and apparent. New enterprise, better health, 
better education, higher incomes, and a constantly increasing range of opportuni- 
ties and occupations flow from the dams and rivers which have been harnessed by 
the TVA. The Tennessee Valley Authority has proved its worth both in war 
and peace. Leland Stowe, the well-known foreign correspondent, once stated 
that the war might have been delayed months, perhaps years, had it not been for 
the tremendous addition to American productivity which the TVA represented. 
The power of TVA not only added to the output of ordinary munitions—it was 
the existence of TVA which made the South the birthplace of the atomic age when 
the government located its major atomic energy center at Oak Ridge, Tennessee. 
In all of its aspects the performance of TVA has been to the South, and to other 
regions as well, “news about the future”—a preview of accomplishments within 
the grasp of the present generation. 

No discussion of monopoly and the South would be complete if it overlooked 
the importance of freight rates. Freight rates have been arranged so as to permit 
the East to draw raw materials out of the South cheaply, and, at the same time, 
to hinder any attempt of the South to export finished products on a large scale. 
Thus the rate structure has quite effectively deprived the South of much of the 
advantage and profit that would come from processing its own raw material. 
Under existing rates, most finished products move much greater distance for an 
equal amount of money when made in the Northeast than when processed in the 
South. Thus, in any attempt of a southern manufacturer to compete with an 
eastern manufacturer in a market from which each is equidistant, the southern 
manufacturer is beaten before he starts. 

The system of rate-making by which the railroads have covered the country 
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with private agreements maintaining rates at noncompetitive and discriminatory 
levels has undoubtedly worked against the South’s best interest. The manner in 
which this has been done is most interesting but it cannot be described adequately 
inthe time which is available tonight. To those who wish to pursue the subject, 
I commend a careful study of the allegations and the evidence in the pending case 
of State of Georgia v. Pennsylvania Railroad Company. This case, as you know, 
was initiated by Governor Arnall of Georgia as an original action before the Su- 
preme Court of the United States, against the principal southern and eastern 
railroads. It should be noted that this case is one of those infrequent but very 
interesting actions provided for by the Constitution to try issues between a state 
and citizens of another state. The complaint alleged that the defendants had 
violated the federal antitrust laws by: (1) combining and conspiring to fix non- 
competitive freight rates; (2) employing economic coercion to control freight 
rates; and (3) combining and conspiring to discriminate in rates against the state 
of Georgia and other southern states. 

The Supreme Court has already held that the state of Georgia presented a valid 
cause of action. A special master was appointed and the taking of evidence has 
been concluded. The case is to be argued before the master early next year. 
The evidence contains much that is pertinent to the future of the South. 

A few instances will show the type of evidence with which the record abounds. 
On October 11, 1941, the Southern Railway submitted to the Southern Freight 
Association a proposal for a reduced rate upon logs from certain stationsin 
northwestern Alabama to Altavista, Virginia, the entire movement being over 
the lines of the Southern Railway. The Southern Railway in its proposal stated 
that it felt that the reduced rate was necessary in order to enable the logs to move 
from the Alabama points. When the proposal was submitted by the Southern 
Freight Association to its members there were objections predicated upon the 
supposedly dangerous competitive influences that might be set in motion by the 
proposed rates. 

These freight associations are part of a hierarchy of private organizations that 
pass upon the rates which individual carriers shall file. The hierarchy is in the 
shape of a pyramid with fewer and fewer officials from larger and larger railroads 
composing the committees as the top of the pyramid is reached. There is an 
elaborate procedure of appeals whereby the action of a committee on a lower 
level may be appealed to a committee on a higher level. In the instance I am 
discussing the proposal for reduced rates on logs was disapproved initially by the 
General Freight Committee by a majority vote. It was then appealed to the 
Executive Committee where it was again disapproved by majority vote. Finally 
an appeal was taken to the Traffic Executive Association—Southern Territory, 
where on July 20, 1943, 22 months after the proposal was first filed, it was 
stricken from the docket. 


1 Only a limited number of copies of the transcript of the evidence will be available, but 
much of the evidence was placed in the record of the Senate Hearings on the Bulwinkle Bill 
(H.R. 2536), which were held beginning March 20, 1946. Copies of these hearings can be 
secured from the Clerk of the Senate Committee on Interstate Commerce. 
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This illustration demonstrates the power of the organized railroads, acting 
through their various rate committees and executive associations, to prevent, 
hinder, and delay proposals to reduce rates from becoming effective. Here the 
entire movement involved was over the lines of the Southern Railway, but even 
its managerial discretion was subjected to the concerted judgment of the other 
roads, none of whom was a party to the rate proposed. And in the end the re- 
duced rate was not made effective. 

Another instance. On June 24, 1941, the Louisville & Nashville Railroad sub- 
mitted a proposal to the Southern Freight Association effecting a reduction on 
agricultural implements from points in Southern Freight Association Territory 
to points in Official Territory. Official Territory is, roughly speaking, that part 
of the country lying east of the Mississippi River and north of the Ohio and 
Potomac Rivers, and it also includes most of Virginia. The Southern Freight 
Association approved the proposed reduction, and on July 19, 1941, forwarded it 
to the Official Lines. Although the proposed rate did not seek parity but only 
110 per cent of the prevailing northern level, it was rejected by the northern lines 
on the ground that 


... the only justification offered is commercial competition, that is, competition with 
producers in Official Territory at markets in Official Territory. 

It is our understanding at the present time that there is a movement of agricultural 
implements from the South to Official Territory. Generally, quite frequently, it is a 
movement of items that are not usually manufactured in the North, although this may 
not always be the case. After careful study of the proposal before us we cannot consis- 
tently recommend that this reduction in rating be made and therefore—Recommend, That 
the proposition be not concurred in. 


Thus culminated a 12-year struggle on the part of southern manufacturers of 
agricultural implements to market their product in the North—a struggle which 
David E. Lilienthal, former chairman of the Tennessee Valley Authority, de- 
scribed as an example of the economic handicaps that unequal freights impose on 
the South. 

Many other instances of this type may be cited to illustrate the kind of dis- 
advantage under which the South has long labored. This situation will be 
partially corrected in respect to some kinds of traffic if the Interstate Commerce 
Commission’s order, which is now being litigated in the courts, finally becomes 
effective. But in my judgment the South will never be freed of these unfair 
discriminations until the railroads are made to observe strictly the requirements 
of the antitrust laws. 

Although great strides have been made by the South toward becoming a bal- 
anced economic region, much remains to be done before the fullest effects of such 
progress are visible. The hopes of the South depend not only upon the energy 
and economic imagination of its people but upon their insistence that they shall 
not be denied equal opportunity. Southern development can find a major 
stimulus to the organization of new industry and to the improvement of its 
agriculture in the advances which are now taking place in every field of tech- 
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nology. New chemical techniques are both a challenge and an invitation to the 
development of new chemical industries in the South. Such products as cotton 
and wood have potential uses, far greater than any now existing, as raw materials 
for the new chemical technology. Much of the same is true of advances which 
have been made in electronics as power resources are developed and as new 
methods of communication and lighting are introduced. There is hardly an 
area of its economic life from housing, transportation, and health to recreation in 
which the South cannot find great benefit by taking advantage of the techniques 
which have come out of the war. All these goals are within the realm of achieve- 
ment if southern industry is not subject to the domination of monopoly groups. 

No one can deny the existence of urgent and irksome social problems any more 
than one can deny the unique cultural contribution which the South has made to 
American life. There is every reason to believe, however, that if the South can 
sense in its daily life and look forward to the reward of economic development, 
such problems will become much easier to solve. 

One of the most promising signs for the South is the growing number of bold, 
progressive thinkers who are determined to create a better life for the South. 
These dynamic leaders were born in the South, they have lived here and they 
understand the South’s traditions and people. They appreciate to the fullest 
the true richness and fruitfulness of southern culture. But they are also cogni- 
zant of the mistakes of the past and the need of the South to advance at quickened 
pace if it is to reach its true fulfillment. These new leaders might say in the 
words of your immortal Sidney Lanier: 


Old Past let go and drop i’ the sea 

Till fathomless waters cover thee! 

For I am living but thou art dead; 

Thou drawest back, I strive ahead 
The Day to find. 


The South seems to be turning with increasing frequency to these liberal 
leaders. Their abilities will be a great aid to the South in seeuring its proper 
recognition in the affairs of the nation. Men like Georgia’s great Governor Ellis 
Arnall have sensed the South’s urgent need to throw off the yoke of absentee- 
monopoly control and to establish local and regional industries on a widespread 
front. Other statesmen in the South have also grasped the importance of such 
a program. Right here in Alabama there are some outstanding leaders who are 
increasingly attracting the country’s attention as men who are in the vanguard of 
the new, liberal South. 

‘Where there is no vision, the people perish.”” This proverbial admonition 
suggests the greatest need of our age, if we are to measure up to our responsibili- 
ties. Whether it is on the level of international statesmanship in the creation of 
world peace, or on the level of the small community seeking to improve the educa- 
tion of its children, men must view what they do today in terms of tomorrow. 
In economic affairs, as elsewhere, the American people in the years ahead must 
make some inescapable choices. Their decisions will result either in an expand- 
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ing economy in which economic freedom and production are constantly increased, 
or, if our perspectives are shortsighted, in a static economy marked by the 
growth of monopoly and the further decline of opportunity. 

Monopoly thrives in the “chill, reactionary snows” that follow war. Hence it 
is especially necessary at this time to prevent monopoly power from limiting op- 
portunity in any direction. The answer to the monopoly problem is much 
simpler to state than it is to achieve. It consists in using every means and every 
policy available to promote the greatest possible freedom of opportunity. If the 
vision with which we approach these tasks is sustained by the enforcement of the 
antitrust laws, and by the encouragement of new and independent enterprise, 
both the South and the nation of which it is a part will be able to work in anecon- 
omy of increasing opportunity and economic justice for all Americans. 
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THE USE OF ECONOMIC HISTORY IN THE SOLUTION 
OF CURRENT ECONOMIC PROBLEMS 


D. H. BUCHANAN 
University of North Carolina 
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This paper will discuss briefly something of the importance of economic history 
as a part of the equipment of an economist who in any year or decade would deal 
wisely and successfully with the economic problems of his time and place. Eco- 
nomic history will be considered not as a substitute for economic theory but as a 
supplement to it. It isnot one or the other method that is to be followed, but at 
most, only more of the one and no less of the other. 

Though they employ somewhat different methods and use somewhat different 
materials, both theory and history are engaged in the selection and interpretation 
of significant facts. The theorist selects significant current facts and undertakes 
to explain their relationships and the phenomena which flow from them. The 
historian studies past conditions and undertakes to show their interrelationships 
and their bearing upon the present. In dealing with current problems, both aim 
primarily at discovering reality in the economic facts which flow in upon the 
stream of time. The theorist specializes on relations in the present. The his- 
torian specializes more in perspective, seeks to follow economic forces and condi- 
tions through time and thus to understand the relationships of the present. But 
no theorist would disregard the past and no historian would refuse to recognize 
the great importance of the present. Indeed, a good economist is both theorist 
and historian. No historian can begin without theories as to what is important 
and significant ; and he cannot proceed without interpreting his facts. 

While several Americans, even members of this association, have made impor- 
tant contributions to the study of European economic history, the economists of 
the United States appear to have paid less attention to economic history than 
have their confreres in some other lands. Doubtless this has been due in part to 
our life at a distance from the lands in which most of our economic institutions 
had their origin. We do not live with the vestiges of the past as do the Italians, 
Belgians, Germans, French,and English. Our people have been winning a virgin 
continent, and to many practical men, the past of Europe, even of America, has 
little bearing on our own present. Henry Ford may not be typical, but he has 
many sympathizers when he is reported to believe that “history is bunk.” 

This paper undertakes to point out certain advantages which would seem to 
follow from a greater emphasis on the use of historical methods and materials in 
dealing with practical economic problems in this country. First, it will suggest 
briefly the importance of economic history to a proper interpretation of our own 
and our borrowed economic theories. Next, it will point out some of the more 
general advantages (and dangers) of the historical method as against a predomi- 
nantly theoretical attack. Finally, it will suggest a few types of problems that 
illustrate the demand for adequate attention to historical factors. 
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II 


The chief apparatus of men who undertake to solve current economic problems 
must be economic analysis, or economic theory. ‘Though economic theories are 
being constantly reoriented to the conditions of the time and place in which they 
are used, it is difficult to make this process complete. So complex are economic 
problems and so frequent are the changes in economic life that it is extremely 
difficult to keep theories in accord with the economic facts, even of one’s own 
country. When theories are borrowed from other lands, as they often are, the 
danger of disparity becomes still more marked. A handy example of this latter 
is the classical and neoclassical theories still dominating economic thought in 
this country. These doctrines grew out of a rather peculiar set of conditions, 
common to parts of Western Europe, more especially characteristic of England, 
during the end of the 18th and the early part of the 19th centuries. 

The labor theory of value, which harked back to handicraft times, was handed 
on by Ricardo with only a slight bow to the increasing importance of capital 
following the Industrial Revolution. It was largely out of date even then and 
was soon completely so; but it was still going strong in this country a century 
later, especially in the treatment of international trade and tariff problems. 

Another classical doctrine was that rent was not a price determining cost. In 
this doctrine are echoes of both the Industrial and the French Revolutions, but 
very little that could be used in dealing with thevalue of any particular product. 
Yet it has remained in much of modern theory. An example of its use occurred 
several years ago when the United States Tariff Commission was asked tocompare 
the costs of producing wheat in the United States and Canada. Since rent did 
not “enter into marginal costs,’’ search was made for costs on no-rent land, and 
for the ‘return to the last dose” of labor and capital on the intensive margin. 
One untrained person asked how a physician would fare if he followed such 
notions in searching for the bladder or the liver! 

From the time of his original statement, there was within easy reach adequate 
historical knowledge to show that Ricardo and his contemporaries developed this 
theory for the treatment of a particular political and economic problem, namely, 
the claim that landlords’ rent made English urban living costs high; and that 
those writers made no suggestion that the theory could be applied to the price of 
a particular product competing with others for the use of land. 

The classical wage doctrines were likewise the outgrowth of a succession of 
conditions during the development of industrialism in England in the 19th 
century. Even a casual examination of the facts of that period show that the 
subsistence theory of wages was merely a rationalization from the standard of 
living of Malthus’ and Ricardo’sday. Manyruralslums in theSouth suggest the 
same theory today. The later wage-fund theory was an obvious rationalization 
from the first half of the 19th century when wages in old communities were being 
raised by the expenditure in them of new funds for the building of factories, rail- 
roads, and cities; and many new southern industrial centers show similar results 
now. The later marginal productivity thoeory which still dominates the theory of 
wages likewise hails from the middle and late 19th century when in both England 
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and the United States the individual worker might reasonably be counted as a 
unit of labor. Industry has now changed to the point that when trade union 
leaders ask for the opening of the employers’ books, it is not in order to attempt to 
isolate the product of one marginal man, but to compare the total product with 
the total wages , plus other legitimate costs. 

Another Ricardian doctrine made gold the cornerstonein American economists’ 
monetary doctrines. Gold was a real issue in British finance in Ricardo’s day 
and for decades thereafter. It was in actual circulation as money and its export 
or import had a direct influence upon the price level. Gold long gave the pound 
sterling a content with which other gold coins could be readily compared; and it 
remained an important factor in establishing and maintaining London as the 
world’s financial center and in promoting British prosperity and success for over 
acentury. Duringmostof this time, America profited in some ways and perhaps 
lost in others by having its monetary system linked in this way to gold, and to 
England’s system. 

But the time came when gold was no longer in thesame demand, especially as an 
important part of the circulating medium. Still it was exalted in our economic 
thinking and financiers went so far as to stipulate in contracts the gold content of 
the so-called ‘‘dollars’”’ (a matter which the Constitution had placed in the hands 
of Congress) in which they were to be paid, believing that this would have a 
decisive effect on the value of such instruments. Many economists and others 
believed that to reduce the gold content of the dollar would bring immediate re- 
duction in both its home and its foreign purchasing power. In fact, when in 
1934 the gold content of the dollar was reduced by about 41 per cent, there was no 
spectacular change in its value. A careful attention to economic history would 
have shown that actual gold had no such relation to the desirability of money as 
it had possessed in ancient and even fairly recent modern times. Students who 
understood the history of money were not surprised when devaluation brought 
only a relatively minor change in the price level. 


Tit 


Let us now consider some of the advantages which should follow the emphasis 
of an historical approach to current economic problems. It would be wholesome 
to have problems approached from the viewpoint of facts and experience. It is 
the special function of economic history to collect and classify significant eco- 
nomic data. However brilliant the analysis which any theorist can make, it is 
no stronger than the facts upon which it isbased. The first necessity is fact. 

Not only would this approach be firmly based, it would appeal to those most 
familiar with, and most interested in, the problem. Businessmen often have 
long experience in their own fields and know in detail of their pasts, together with 
difficulties met and attempts made to overcome them. The same is true of the 
better types of government officials. They would have respect for this solid 
approach, understand, and believe in it, perhaps, more than in the more at- 
tenuated arguments based on theory. It appears, too, incidentally, that this 
might develop openings for professional economists to take a more prominent 
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part in dealing with public questions—that with it they might help to raise the 
quality of investigation. This should perhaps lower the influence of pressure 
groups and make times more difficult for those who make extravagant claims for 
new methods, new eras, etc. It is a wholesome doctrine to insist upon empha- 
sizing the results of past experience. 

This method should also, by its emphasis on investigation of pertinent facts, 
present for consideration past attempts at solving problems in the special field, 
together with their results. In view of the impracticability of laboratory experi- 
ment in the field of economics, it is a great loss not to have the data of economic 
history more carefully collected, classified, analyzed, and fully used. The 
thorough working of economic history provides much data which is far superior 
to the hypothetical data made so much of in many academic courses. White’s 
Money and Banking might be mentioned as a text which once did this very well. 
It is a method followed by Confucius and by many great teachers since his time. 
Another specialty of economic history is the detection of significant changes, 
especially of trends and such far-reaching changes as ‘‘revolutions.”” These 
movements are often of the greatest importance, rendering old treatments obso- 
lete. The bringing of such a large percentage of the people of modern nations 
into dependence upon money wages, paid by large corporations, appears to make 
necessary some form of labor organization; and it surely makes necessary some 
form of well-organized and certain relief in times of unemployment. But it is 
extremely difficult to convince people of this unless they are keenly aware of the 
actual changes which have occurred. 

The use of the historical method does not imply that there shall be no change. 
Indeed, history is called upon for the very purpose of eliminating policies and 
practices which did not succeed in the past, or which, because of changes in 
conditions, are unlikely to succeed in the present. Rather, it would demand the 
adoption of policies which, under similar circumstances, have succeeded in the 
past or which, because of later changes, are likely to succeed in the present. 
History is sometimes appealed to in an effort to furbish up the obsolete. This, of 
course, is just as fatal as false theory. The lesson of history suggests change 
from past practices as often as it suggests their continuance. It would be im- 
possible, for instance, to prescribe for the reform of the agriculture of any south- 
ern state, say Alabama, without very careful attention to the early and later 
history of farming there. The crops produced, the methods used, and the 
difficulties encountered would need to be carefully reviewed. Another item of 
great significance would be the history of Negro life and of race relations in the 
state. But equally important would it be to review any changes which had oc- 
curred in general conditions, such as the advance of the Negro, the coming of the 
peanut, the boll weevil, or the mechanical cotton picker, and the effects which 
each of these might be expected to produce. This means, of course, that parts or 
allof the old system may have to be replaced by something entirely new. Neither 
would emphasis on historical method mean that changes were made without care- 
ful thought. Economic history is meaningless without critical theory as to the 
selection of facts and without very careful interpretation of the facts. Neither 
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does this method mean that application of the findings would be easy or auto- 
matic. Economic life is too complex for that to be possible. There is no royal 
road to economic wisdom. Salvation can be secured only by hard and pains- 
taking toil with the only methods we know, the collection, classification, and in- 
terpretation of facts. The economist’s history must not be limited to economic 
history alone but must include political, social, and intellectual history. Besides 
these, he must be a student of psychology, individual and social, and be able to 
use various other helpful techniques, such as statistics. 

The economic historian must use this borderland material because he can 
never apply his historical findings directly. The great danger to the theorist is 
lest he overstress the significance of his own observations in his own time and 
place without due corrections; that he mistake the local and temporary for the 
universal. The great danger to the historian is lest he attempt to apply the 
lesson of history with too little attention to the fact that the cases are not parallel. 
Success lies in the ability to understand and deal with the peculiarities of the 
particular case. Because of ever changing conditions, so-called economic “‘prin- 
ciples” are always being made inapplicable; and for the same reason, economic 
history never exactly “repeats itself.” 


IV 


Finally, let us look briefly at a few areas in which the historical method with its 
emphasis on change is especially needed today. The whole modern economy has 
undergone a revolutionary change even in the mere elaboration of exchange. 
The typical American works for wages for someone who doesn’t use the product. 
All are caught in the web of wages and prices, and there is no final answer to the 
question of what prices or wages should be. Just at present, our people are 
becoming arrayed in fairly equal numbers against each other on the problem of 
determining what is fair remuneration for a laborer. We are dangerously near 
organized force on each side with each appealing to the federal government to 
fight its cause. 

All this comes out of the far-reaching changes through which our economic life 
has passed within a lifetime. The people are bewildered, generally unconscious 
of the changes which have produced the problem; and the economists are only a 
little less befogged. We have doctors galore—and we spend millions of man- 
hours every year teaching and quizzing about marginal productivity theories of 
distribution. Yet our marginal productivity theory of wages is 50 years out of 
date and even though labor, capital, and government should agree to use it, no 
economist could show them how. This would be because of the impossibility of 
defining a unit of labor which would be mutually satisfactory to both the laborers 
and the capitalists. The smaller that unit, the less significant it would be to the 
employer, hence, the smaller the marginal product and the less the total wage 
bill; and the larger that unit the more significant, that is, the higher the marginal 
productivity and the total wage bill. This means, too, that the larger the unit of 
labor, the smaller must be the unit of capital (allowing it to represent ownership) 
to make the amount attributed to it times the number of units equal to the 
remainder. The accompanying figure, which is based on the treatment common 
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in most elementary texts, is calculated to illustrate the effect of a change in the 
size of the unit of labor upon the total wage which an employer would be required 
to pay. 

Let units of the variable factor applied to given fixed factors (for simplicity, 
suppose units of labor applied to fixed land, capital, and entrepreneurship) and 
let the rectangles represent the amounts added to product by the corresponding 
successive laborers. The total product would be represented by the sum of the 
rectangles. On the supposition that diminishing marginal and average returns 
apply for several of the latter applications of the variable, the marginal products 
will become smaller and smaller for the last several applications used in the given 
production period. If we allow a unit of labor to be one of a series of equally 
efficient and interchangeable laborers, the marginal productivity of labor in this 
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concern will be the last rectangle, standing on sector 9. The total wage bill for 
the concern may be found by constructing triangle OMRH, equal to the number 
of units of labor times the product of the marginal unit. 

If instead of one man being taken as a unit of labor we now make three men the 
unit, the marginal product will be the sum of the last three rectangles. The 
employer paying the marginal product to his laborers would then pay them at the 
average amount of these three rectangles, say, at the rate represented by the last 
but one of the rectangles. The total wage bill would then be represented by a 
different rectangle having the same length but a greater height, that is, by rec- 
tangle OMR/H’. This would result in the other factors of production receiving a 
smaller total return than they would receive when labor is paid according to the 
marginal productivity of a smaller unit. Indeed, if agreement were made to pay 
each factor according to marginal productivity, those in control of the various 
factors would seek to enlarge the amount of their particular factor considered a 
unit. The larger the amount of labor counted as a unit, the larger the total and 
average wage payment and the smaller the total and average reward to the units 
of the other factors. If an attempt were made to pay all factors according to 
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their respective marginal productivities, the larger the unit allowed of one of 
them, the smaller would have to be the unit of the others, and also, the smaller 
the average and total rewards to those others. 

Nature has left no clearly defined unit of any one of the four factors of produc- 
tion. With mass production the amount of capital per laborer and the amount 
per concern has been greatly enlarged. With men working in groups and com- 
peting against combined capital in a corporation, it could not be maintained 
that one man must be considered a unit of labor. Neither could anyone say 
what size of machine or building, or how many dollars’ worth of equipment should 
be counted a unit. No Labor Board or impartial authority could on anything 
but arbitrary grounds decide what was the size of a unit of labor or, therefore, 
what was the actual marginal productivity of labor.! 

Marginal productivity provides a useful tool for understanding the forces of 
demand and supply under free competition, but it gives no data on which to 
base a final settlement of a wage dispute. Indeed, the process of economic change 
has completely outdistanced our theories of distribution. We face in this wage 
problem one of the major economic and ethical questions of human history and 
the economists are not prepared to meet it. The wage problem has had much to 
do with the failure of the free enterprise system in Europe and Asia, and it has 
already produced the most serious internal division in this country since the Civil 
War. True, the division is not sectional, but an internecine struggle might pro- 
duce trouble just as serious as sectional war. This problem cannot be under- 
stood apart from a genetical approach, that is, except by tracing the growth of 
the factory system in our economy and the limitations which it puts upon a 
“free enterprsise”’ personally competitive interpretation of economic life. No 
workable modern theory of distribution can possibly be constructed without full 
recognition of the changes which have occurred since our inherited theories were 
developed. 

Another difficult and very serious set of questions which demands fuller recog- 
nition of historical changes has to do with international economic relations. The 
core of the international problem lies in the fact that because of technological and 
business developments the area of the successful nation has changed, just as has 
the size of the successful business unit. Mass production requires a wide, and so 
nearly as possible, a steady market. Yet the cultural forces which go into the 
making of nations have lagged behind the economic changes. The conflicts 
which develop as economic and military forces impinge upon the old nations and 
tend to force them into new molds produce one of the most urgent, yet most 


1 As stated above, this chart is based on the still prevalent supposition that the typical 
employer will apply units of each factor beyond the points of diminishing marginal and aver- 
agereturns. The findings of numerous investigators show that many concerns work under 
conditions more nearly like constant or increasing marginal and average returns to the vari- 
able factor. My colleague, Professor Henry C. Oliver, has pointed out that this furnishes 
no better basis for using the marginal productivity theory of wages because in those cases, 
too, there is no identifiable marginal unit and marginal product which could be used to indi- 
cate the proper wage. Indeed, these findings would seem to indicate that payment accord- 
ing to constant or increasing marginal productivity would exhaust, or more than exhaust, 
the total product, leaving nothing for the fixed factors! 
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baffling, sets of problems ever presented to the human race. Indeed, there is a 
very real possibility that several modern nations will disappear, even that our 
civilization will be destroyed. 

Though the United States has come to the lead among the nations, she is 
peculiarly unfitted to meet these problems. Nothing is more difficult than for 
even educated people brought up under a few generations of life in this country 
with its relative security, its abundant resources and unfolding opportunities to 
realize the plight in which several other nations of the world have been placed by 
these changes. We are prone to believe that our prosperity and our freedom from 
“aggressive war’’ is entirely due to the virtues of our ‘‘way of life” and that our 
recent and present policies of peaceable trade and free enterprise should appeal 
to all other nations and be accepted by them with joy and gladness. In fact, 
our economic situation is so easy and simple that it is extremely difficult for any 
American discussion of international economic and political questions to have 
meaning for the less fortunate peoples. If our territory had been settled at the 
time Europe was settled, it would now be composed of perhaps a dozen states. 
And it would be strange indeed if the people dominating the center of the area, 
such as the Middle West, were not extremely active, even belligerent, in trying 
to bring the whole country under one economic and political organization. 
Forces of union, especially economic forces, and forces of division, much stronger 
than those of 1860, would be arrayed against each other. 

Turning to Asia, nothing is of greater importance internationally than that the 
people of the United States learn from the differing economic histories of this 
country and India, China, and Japan something of the differences in the condi- 
tions and presuppositions of ourselves and the Orientals. One way of realizing 
this difference is by contrasting the normal feelings of an American and a Chinese 
family at the birth of a child, especially a third or fourth child. Here this is a 
time of rejoicing. There is room for the newcomer; he has a good chance to live 
some 63 years, to be educated, to marry, rear a family, and live a prosperous life. 
In China things are different. The odds are nearer even that he will not survive 
the natural causes of death during the first year. And the first obligation of his 
parents is not to enter his name with the class of 20 years hence at some good 
college or university, but rather to consider whether it is not their duty, in order 
to avoid greater suffering later, to see that he dies as soon as possible. 

While this seems completely unreasonable and barbarous to us, it is, in fact, 
quite logical in a land so poor that its economy can function only because of the 
fertilizing virtues of human excreta and that thousands of its people starve 
annually. It is no wonder that under these conditions the presuppositions of 
the two peoples as to what is reasonable and normal in economic and political 
life should be so completely at variance as to be incomprehensible to each other. 

No mere theoretical approach, based on a set of suppositions as to “normal” 
or “modern” human wants and their satisfaction can meet the demands of any of 
these situations. They can be met only when economic theorists become eco- 
nomic historians and familiarize themselves thoroughly with the effects of the 
differing and changing conditions which bear upon international economic 
relations. 
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The subject of this discussion is of interest not only to agriculturalists but to 
industrialists; not only to farmers but to fertilizer salesmen; not only to tractor 
drivers and mechanics but to school teachers and merchants. It concerns both 
the man who is now or may shortly be looking for a job and the man who is now 
or may shortly be looking for a worker. It has significance not alone in the 
South where the prospects may be gloomy or bright but in the North, the East, 
and the West where some of the dregs of the unemployed will certainly settle and 
toward which some of the dollars of the efficiently occupied will certainly flow. 

It is clear from this somewhat flowery introduction that the writer has given no 
narrow interpretation to the subject. As an economist, he believes in specializa- 
tion and a “‘division of labor”’; as a realist he knows that many a farmer will paint 
his own barn and repair his own tractor without sacrificing his position as a 
farmer and that the employment which such jobs provide is just as truly employ- 
ment “‘in agriculture”’ as if it has been spent in picking cotton or reaping grain. 
Too fine a distinction, therefore, will not be drawn between agricultural and non- 
agricultural jobs on the farm or even between employment “‘in agriculture’’ and 
employment which grows out of agricultural enterprise. 

As a source of “employment,” southern agriculture in the past has established 
something of a record in comparison with other sections of the country. In 1940, 
for example, nearly one-half of all agricultural workers in the United States lived 
on southern farms and were trying to make a living on one-third of the nation’s 
agricultural land with one-fourth of the nation’s livestock (Fig. 1). For “‘stand- 
ing room,” the average farm worker in the north central statesrequired 64acres of 
crop land and 22 acres of pasture as compared with 24 acres of crop land and 11 
acres of pasture for his brother under the southern sun. The land, moreover, was 
more productive where it was less crowded. If north central agriculture had 
provided farm jobs in the same proportion as southern agriculture, this alone 
would have been sufficient to have opened up nearly 4.5 million new employment 
opportunities (?) in farming.! Thisis a larger number than were classified as 
workers on southern farms in 1940. 

While the states in the western part of the United States have in effect insisted 
upon an average investment of approximately $12,000 as prerequisite to the op- 
eration of a farm, we in the South have been content to do business with something 


1 These figures have been calculated on the basis of 4,295,841 agricultural workers and 
103,289,490 acres of crop land harvested in the south Atlantic and south central states and 
2,647,349 workers and 169,670,322 acres in the east north central and west north central 
states. 
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less than one-third as much? (Fig. 2). Ona per worker basis, we have provided a 
farm job on a capital outlay of little more than $2,500. The average for the 
United States is approximately $5,000 and industry asks at least $10,000 (Fig. 3). 

There is of course nothing in these figures to indicate the nature of the ‘“em- 
ployment”’ which these investments provide or the standard of living which they 
afford the worker. If, however, the application of one “dose” of manpower to 
each $2,500 worth of capital should result even in a gross return of 20 per cent, 
the total product available for distribution to both capital and labor is only 
$500, at least $100 of which must be classified as interest. By anysort of measure- 
mentand even under the most favorable conditions, the average southern worker, 


Farm Population Agricultural Workers Musber of, Farne 


The South as a Percerit of the United States 


Value of Farm Property land Used for Crops 


Fic. 1. Nearly one-half of all agricultural workers in the United States live in the South 
on one-third of the nation’s crop land. 


though he may have a “job,” is seriously handicapped by the meagerness of the 
capital with which he has to work and can hardly be said to have had pro- 
ductive employment. This is especially true in agriculture. The results are 
painfully apparent in figures showing that cash receipts from farm marketing in 
1940 averaged only $711 per farm and $130 per person in the South as compared 
with about $1,600 per farm and $360 per person in the north central states.* 

To have provided each of the South’s 4,300,000 farm workers with an amount 


2 Sixteenth Census of the United States. 
’“Cash Receipts from Farming,” U.S. Dept. of Agriculture, Bureau of Agricultural 
Economies, Jan. 1946. 
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of crop land equal to that available to a farm worker in the Midwest would have 
required in 1940 a total of 275 million crop acres, or more than two and a half 
times that which was available. Or, to state it in another way, if the crop land 
which was available in the South in 1940 had been allotted to farm workers on 
the basis of 64 acres per worker (the average in the Midwest) there would have 
been room in southern agriculture for only 1,600,000 workers, or 2,700,000 
fewer than the number actually reported. The results are only slightly different 
Dollars 
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Fie. 2. VALUE PER Farm or Farm Lanp, Buritpines, MACHINERY, AND LIVESTOCK, BY 
REGIONS IN THE UNITED Startss, 1940 


when calculated on the basis of an approximately uniform capital investment per 
worker. No matter how it is figured, southern agriculture for many years has 
been overpopulated and undercapitalized relative to labor requirements for 
farming and relative to other large regions in the country. In spite of these 
disparities it is from the Midwest rather than from the South that we hear such 
warnings as the following: 
Public policies affecting agriculture should not be based on the concept 
that farming is a refuge for urban unemployed people. 


Wartime agriculture had demonstrated increased agricultural production 
with fewer farm workers. 


| 
| 
_ 
| 
| _ | 
| 
| 


EMPLOYMENT PROSPECTS IN SOUTHERN AGRICULTURE 381 


Agriculture can produce all the food and fiber demanded by a fully em- 
ployed domestic labor force and can meet all demands for exports after the 
war with the present acreage of crop land.‘ 

If history repeats itself it is safe to assume that the prospects for getting 
some sort of a job in southern agriculture are more favorable than the prospects for 
getting a job anywhere else in the country. At the same time one of the first and 
most pressing responsibilities of southern agriculture would seem to be that of 
providing full-time productive employment for those who are now engaged in it. 
This, also, is one of its first and most promising opportunities. Based upon 
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Fig. 3. VaLuE or Farm Lanp, Burtpines, MAcHINERY, AND LivESTOCK PER WORKER 
ENGAGED IN AGRICULTURE, BY REGIONS IN THE UNITED Statss, 1940 


gross farm production figures for the various geographic divisions in the United 
States and the number of farm workers reported in each, the average production 
per worker in the South in 1939 was only about two-thirds the average for the 
United States (including the South) and less than one-half the average for four of 
the six major divisions outside the South... These differences cannot be explained 
wholly on the basis of differences in the individual skills of the workmen or in the 
use of machine methods. One cannot escape the conclusion that southern agri- 


4“‘Parming Opportunities in the Midwest,’ prepared by North Central Land Tenure 
Committee and published as Extension Bulletin 325 by Purdue University, Agricultural 
Extension Service, Lafayette, Ind., 1946. 

5 Sherman E. Johnson, Changes in Farming in War and Peace, USDA, BAE, June 1946. 
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cultural workers simply have not been able to find as many productive hours of 
employment as agricultural workers in other sections of the country. 

A second but no less important responsibility of southern agriculture is that of 
preserving the wartime gains which have been made in agriculture. These are 
due in part to a decrease in the number of farm workers and in part to an in- 
crease in total output as a result of improved practices. In this respect, the 
South does compare favorably with other sections® and if non-agricultural em- 
ployment in this section can be maintained at a high level, large numbers of 
southern-born farm boys and girls will neither have to migrate to other areas nor 
be “dammed up” in southern agriculture, where already there are far too many 
who are underemployed. At the same time, production per worker in agriculture 
would continue to increase and agricultural employment would become more 
attactive to those who engage in it. On the other hand, if nonagricultural em- 
ployment opportunities are lacking, the number of so-called ‘‘workers on farms’”’ 
will increase, output per worker will fall, and farm incomes will drop to such levels 
that only those who are without ambition will be willing to accept them. 

There appears to be an inverse relationship between the proportion of workers 
engaged in farming in a given state and the per capita income payments in that 
state. Certainly this was true in 1940 when an array of the 13 southern states in 
the increasing order of their average per capita income provided with one excep- 
tion an array in the decreasing order of their emphasis upon agricultural employ- 
ment.’ The relative position of these states had changed little in 1945 although 
their per capita income payments had increased substantially.* Could it be 
that annual percapita income payments in the agricultural statesof the South are 
low, not because the number of agricultural workers is relatively high but rather 
because the number of days of productive labor performed by each is relatively 
low? And further, that the volume of productive capital available to each 
worker is relatively small? If, for example, the average southern farm worker 
could have the assistance of three times the amount of capital he now has and 
could be effectively employed twice as many days as he is now employed, isn’t it 
reasonable to assume that his average income would at least be double that which 
it now is? This, obviously, is not possible so long as the number of workers 
engaged in agriculture is so much greater than the number required, under effi- 
cient systems of farming, to meet the demands of consumers. 

The South traditionally has been a producer and seller of raw materials rather 
than a processor and distributor of finished products. It is an established eco- 
nomic principle that farmers and other so-called primary producers are seldom if 
ever able to take full advantage of the efficiencies available tosecondary producers 
through a widespread application of specialization and a division of labor. It is 
also an accepted economic fact that in the normal progress of society a decreasing 
proportion of the total number of workers is required in the production of the pri- 
mary necessities of life and a corresponding increase in the proportion required in 


6 Glen T. Barton and Martin R. Cooper, Farm Production in War and Peace, USDA, BAE, 
Dec. 1945. 


7 See ‘‘A Conversion Program for the Cotton South,’’ USDA, BAE, 1945. 
8 Survey of Current Business, U.S. Dept. of Commerce, Aug. 1946. 
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the services, trades, and professions. These things being true, it follows that any 
relative increase in agricultural employment in the South would be a serious blow 
to the economy of the region and of the nation. Or, perhaps it could be stated 
that any serious blow to the ecomomic development of the South will almost 
certainly make itself felt in an increase in the percentage of total workers who are 
engaged in agriculture. Since one out of every three southern workers was 
employed in an agricultural pursuit in 1940—as compared with only one out of 
every eight in the rest of the country—it seems obvious not only that the welfare 
of the region would be impaired by a drift into agriculture but that a continued 
drift out of agriculture is necessary and desirable. The extent to which these 
migrations may occur is, of course, wholly a matter for speculation but, if the 
same downward trend which has been in evidence since 1910 (with the exception 
of the depression period) is continued, the number of agricultural workers in the 
South in 1960 would be about 2,700,000 or 1,600,000 less than in 1940. This 
would still leave in agriculture approximately 17 per cent of all workers in the 
South compared to a 1940 average for the rest of the nation of just 13 per cent. 

It is emphasized that there is nothing in these figures to suggest that more than 
one and a half million people who worked on southern farms in 1940, plus an 
additional million who will reach maturity on farms between 1940 and 1960, 
should leave the South or even that they should leave the farm. What is 
suggested is that with the technological advances which are inevitable and with 
farm birth rates as they are, the South has a responsibility to find the equivalent 
of about five million new nonfarm jobs between 1940 and 1960. Past history 
does not support the view that this is an impossible task. In the first decade 
after the last world war, nonagricultural employment in the South increased at 
the rate of 3.4 percent perannum. A suggested increase of from 8,200,000 in 
1940 to 13,200,000 in 1960 figures out at the rate of about 3 per cent per year.® 
Certainly there is nothing in past experience or in future expectation to suggest 
that the productive capacity of southern agriculture would in any way be im- 
paired by a 33 per cent reduction in the number of agricultural workers over a 
period of 20 years. On the contrary, if a decrease in the number of under- 
employed people on farms can be offset by an increase in the number of produc- 
tively employed in industry, the trades, and professions, agriculture will be 
doubly benefited. 

It is apparent from what has been said that a distinction is here made between 
statistical employment and employment at productive work. In this respect 
many census figures simply do not make sense. It may be technically correct, 
for example, to indicate (as does the census) that 4,300,000 persons were ‘‘em- 
ployed” on southern farms in 1940 but, when one discovers that four years later a 
larger volume of production was turned out by approximately one million fewer 
workers, it is difficult to account for 1940 employment figures in terms of actual 
work accomplished.!° In any event, unless the average farm worker was 


® Adapted from ‘‘A Conversion Program for the Cotton South,’”’ USDA, BAKE, Apr. 1945. 

10 State Production Adjustment Committees estimate that even larger increases with 
fewer workers are possible. See ‘‘Peacetime Adjustments in Farming—Possibilities under 
Prosperity Conditions,’’ USDA, Misc. Pub. No. 595, Dec. 1945. 
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phenomenally busy during 1944, there were a lot of “statistical loafers’? during 
1940. Proof that this indeed was the case may be deduced from the fact that for 
more than two-thirds of the “farms” in the South the value of farm products 
sold, traded, or used by farm households in 1939 was less than $600." While, of 
course, many of these were part-time farms, it cannot be assumed that this 
altogether accounts for their low output. Asa matter of fact, farm organization 
and management studies in all parts of the South show that on many farms the 
average “productive work units per man” is less than 100 and even on relatively 
efficiently operated full-time farms the average is hardly more than 200. 

Whether fortunately or unfortunately, labor income on the farm is not so much 
a function of statistical employment as of labor efficiency. The two, of course, 
are quite distinct and lead to results which are altogether different when applied 
to agriculture and to industry. A person “employed” in industry is presumed to 
be working. When not working he is generally “unemployed.” Not so, 
however, in agriculture. Statistically, there are no “unemployed” farm workers; 
they are merely “idle” pending the time when the next job turns up. 

When southern agriculture shifts its emphasis so that it becomes less a matter 
of numbers engaged in it and more a matter of regular and productive employment, 
then, and only then, will it be able to attract its quota of ambitious, scientifically 
trained, and progressive young men and women. The development of southern 
industry—preferably in rural areas—will undoubtedly result in fewer farms in 
the South but they will be better farms and will require more intelligent operators. 
As such they will utilize more machinery, produce a larger volume of products, 
and require more services but, being more productive and having a larger market 
in the South, they will be in much better position to pay for them. Thus, while 
the products of southern agriculture flow in a larger stream from the hands of 
fewer but more advantaged workers, they will flow through the hands of more 
processors, refiners, and distributors, and into the hands of more consumers—all 
of whom will require the services of more people in the professions. 

All these things imply not only an increase in total employment in the South, 
but an increase in income per worker. While these increases will not and cannot 
result from an increase in the number of people engaged in full-time agriculture, 
they would be the natural consequence of a balanced economy in the South 
based largely upon agriculture and the enterprises and services dependent upon 
it.’ It is to be anticipated, furthermore, that the number of rural residences will 
increase along with substantial increases in the number of part-time jobs in 
agriculture and in the number of farm families from which one or more members 
would daily go forth to full-time nonagricultural employment. 

That this is not only desirable but necessary may be seen by reference to a 
single illustration in the case of cotton where the substitution of machine- for 


11 Sixteenth Census of the United States, Third Series, Vol. III. 
22 Prof. T. W. Schultz in his book, Agrculiurein an Unstable Economy, successfully sup- 
ports the thesis that ‘‘if agriculture is to enjoy economic well-being, the rate of expansion in 


the secondary and tertiary industries must be substantially greater than it is in agriculture” 
(pp. 113-114). 
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hand-picking on one-half of the acreage normally planted would “save’’ approxi- 
mately 100,000,000 man-days of labor. This is the equivalent of more than 
300,000 men for a year or about 1,500,000 workers during the cotton picking 
season. ‘To those who may believe that the small farms and the rolling lands of 
the South constitute an insurmountable obstacle to the mechanization of southern 
agriculture it need only be said that the number of tractors per 100 acres of 
crop land is higher in New England and the middle Atlantic states than in 
either the east or west north central group—and has been for several years.” 
The greatest obstacles to mechanization in the South have been cheap labor and 
low income and these obstacles will disappear with the coming of new nonagri- 
cultural employment opportunities which will provide both jobs and markets for 
southern farm people. Studies in one southern county where mechanization was 
making rapid strides up until the time of the Second World War indicate that 
if equipment is available farmers will purchase during the first two postwar years 
2.5 times as many trucks and mowing machines, 3.6 times as many tractors and 
harrows, 4.5 times as many combines and hay rakes, and 6.3 times as many 
manure spreaders as were purchased during two prewar years." 

The implications are obvious: Farmers in the South are not anticipating the 
return to agriculture of large numbers of underemployed workers who left 
the farms for high-paid war industries. Furthermore they look forward to the 
time when nonagricultural jobs will be available for the two out of three Negro 
boys and the one out of two white boys reaching maturity on farms but not 
needed either to replace farm workers who die or retire or to maintain farm 
production even at present low rates of efficiency. It is in the interest of the 
South in general and of southern agriculture in particular that these jobs be 
provided. Economists do themselves and their country a disservice when they 
encourage the belief that agriculture can be prosperous only as it can provide a 
job for every farm-born boy and girl and for every city-bred male or female who 
is unable to make a living anywhere else. 

It is not expected that the changes contemplated in this paper will be brought 
about immediately or that they can take place at all unless there are correspond- 
ing changes in the education and training of large numbers of southern people. 
Educational opportunities in the South are far from equal to those in most other 
regions and are likewise unequal as between urban and rural areas within the 
South. Much needs to be done but the South is on its way not only to an era 
of increased totalemployment but of more productiveemployment. The prospects 
for the latter are particularly bright in southern agriculture. 


13 Sherman E. Johnson, ‘‘Changes in Farming in War and Peace,’’ USDA, BAE, June 
1946. 

4G. H. Aull and J. M. Stepp, The Postwar Economic Outlook in an Agricultural-Industrial 
Area, 8. C. Expt. Sta. Bulletin 355, May 1945. 
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SOUTHERN WAGE DIFFERENTIALS: DEVELOPMENTS, 
ANALYSIS, AND IMPLICATIONS 


RICHARD A. LESTER 


Princeton University 


The first four sections of this paper consist of conclusions drawn largely from 
material already published by the author. Reference will be made to the perti- 
nent publication so that most of the data upon which the conclusions ia those 
sections rest can be omitted here. 

At the outset, it should be recognized that true South-North wage differentials 
are difficult to determine. It is almost impossible to insure strict comparability 
of data—comparability in terms of supervision, equipment, and products as well 
as job comparability. In addition to comparability is the question of represent- 
ativeness. The amount of the calculated differential will vary considerably 
depending upon the different levels of skill of the jobs being compared, the size 
of the city and the sections in the North and in the South where the jobs are 
located, and the industries and firms used for comparative purposes, since some 
industries and many firms pay wage scales in the South as high as the average 
level for similar plants in the North. Estimates of the “‘average’”’ wage differen- 
tial between the North and the South, even for a single industry, are open to 
question on such grounds. 


1. In most industries, southern wage rates have been rising relative to com- 
parable northern rates during the past 50 years. The narrowing of the South- 
North differential has generally been more marked during the past two decades. 
In some industries (lumber, furniture, and blast furnaces) the ratio of southern 
to northern wage scales appears not to have changed much either way during the 
last half century. 

2. Although varying from industry to industry, factors that seem to have been 
important in narrowing or eliminating the South-North wage differential are: 
(a) relative expansion of the industry in the South (e.g., cotton textiles, hosiery, 
pulp and paper), (b) minimum wages under the NRA, the Fair Labor Standards 
Act, and the National War Labor Board, which particularly affected certain low- 


1 For the material in support of statements in each subsection of this section see ‘‘Trends 
in Southern Wage Differentials since 1890,’’ Southern Economic Journal, Apr. 1945, pp. 317- 
44 (for subsections 1, 2,3, and 4); ‘‘Diversity in North-South Wage Differentals and in Wage 
Rates within the South,’’ Southern Economic Journal, Jan. 1946, pp. 238-62 (for subsections 
4, 5 and 6); and ‘‘Wage Diversity and Its Theoretical Implications,’ Review of Economic 
Statistics, Aug. 1946, pp. 152-59 (for subsection 6). For a general, more popular statement 
covering some of the same ground as this paper, see ‘‘Must Wages Differ North and South?” 
Virginia Quarterly Review, Winter 1946, pp. 20-31, and the author’s testimony, Hearings 
before a Subcommittee of the Senate Committee on Education and Labor on S.1349, 79th Cong., 
Ist Sess., Washington, D. C., 1945, pp. 753-68. 
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wage industries (e.g., seamless hosiery, fertilizer, and cotton textiles), (c) 
company wage policies, particularly in those higher-wage industries in which 
firms pay practically the same wage scale in the South as in the North (e.g., 
glass, rayon, autos, aircraft, and federal civil service employees), (d) unions and 
union policies (e.g., effects of threat of unionization and actual organization upon 
wage scales in cotton textiles; elimination of the North-South differential for 
all day work, or about three-fourths of the employees, in bituminous coal mining 
by the United Mine Workers in 1941), and (e) wartime and postwar “full” 
employment, which underlies the relative rise in the wage rates for less skilled 
workers, especially in the South, and which, along with union philosophies, has 
helped to explain the prevalence of the practice of wage increases in cents per 
hour. 

The relative, over-all importance of each of these five factors is difficult to 
assess, since the situation varies from industry to industry. Nevertheless studies 
seem to indicate that government policies, including wage minima, have been 
less significant in narrowing South-North wage differentials than has commonly 
been assumed and that basic economic factors, such as relative expansion of the 
industry in the South, full employment, and the relative rate of population 
growth in the South, have been more effective influences than is generally 
realized. Wage levels in agriculture appear to have had relatively little influ- 
ence on the developments in regional or sectional differentials in such industries 
as cotton textiles, hosiery, or furniture, particularly during recent decades. 

3. During the past half century, South-North wage differentials for various 
industries have not increased or decreased in unison but have frequently moved 
in opposite directions. Manufacturing employment in the South does not seem 
to have expanded or contracted as South-North wage differentials have generally 
widened or narrowed. Within the South, employment in manufacturing has 
expanded no more rapidly in the low-wage sections than in the higher wage 
states during the past half century. Low wage scales appear to be less influential 
in industrial location and expansion than is popularly believed. 

4. The average South-North wage differential varies widely and irrationally 
from industry to industry. Such a differential is practically nonexistent in the 
various branches of the glass industry, aircraft production, rayon, bituminous 
coal, seamless hosiery, pulp ar.d paper (excluding the West), and in many skilled 
trades. The average South-North differential is only 5 or 10 per cent of northern 
rates in such industries as automobiles, oil, printing, work clothes, railroad trans- 
portation, men’s shirts, and cotton textiles. Yet for furniture, full-fashioned 
hosiery, rubber tires and tubes, and food products, the average southern wage is 
between 20 and 30 per cent below the average northern wage for all comparable 
jobs. Why, for example, the average percentage differential for all comparable 
jobs should be three or four times as great for rubber tires as it is for such related 
industries as oil, autos, and aircraft (in which two of the four big rubber com- 
panies have been engaged) is difficult to explain. 

5. South-North wage differentials differ widely among firms in the same 
industry, and a number of firms pay wage scales in the South as high as the 
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average paid in northern plants for comparable jobs. Of 47 interregional 
concerns replying to a questionnaire, 7 pay wage scales in their southern plants 
as high as the wage scales in their northern plants. Of 51 replying southern 
firms (in 10 industries characterized by a considerable South-North differential, 
averaging 13 per cent for all 51), 11 believed that they were paying wage scales 
as high as their northern competitors for all comparable jobs. The extent of 
variation in the South-North differential for individual firms in the same industry 
is indicated by the following ranges for southern wage scales in percentage of the 
northern scale (for the same interregional company or as estimated for northern 
competitors) : 105 per cent to 79 per cent for 5 interregional pulp and paper firms, 
100 per cent to 80 per cent for 8 interregional cotton textile companies, 100 per 
cent to 60 per cent for 12 southern furniture companies, and 100 per cent to 75 
per cent for 3 southern paint companies and for 2 southern shoe companies. 

6. Wage differentials between firms within a single labor-market area (as 
defined by the United States Bureau of Labor Statistics) in the South are 
generally considerably larger than the average South-North differential for 
comparable jobs in cotton textiles, furniture, and seamless and full-fashioned 
hosiery. For some single communities in the South, the interfirm range of 
variation in hourly rates for cotton-textile occupations is one and a half to three 
times greater than the average South-North differential, and for the South as a 
whole the differences in wage scales between firms in industries like cotton 
textiles or furniture are two to four times greater than the real South-North 
wage differential for the industry. With greater wage diversity and disparity 
in manufacturing generally prevailing in the South than in the North, southern 
concerns have complained of “unfair” competition arising from lack of wage 
standards in the South. 


1? 


1. Most companies base their wages on rates paid by other plants in the 
locality. Since a diversity of rates generally exists for comparable jobs, the 
company may select those plants the average of whose prevailing rates it wishes 
to use as a guide in establishing and changing its local wage scale. 

Of 48 replying interregional firms, one-eighth or one in each of 6 industries 
follows the policy of paying the same wage scale in its southern as in its northern 
plants. Uniform national wage scales are especially prevalent in the different 
branches of the glass industry, in aircraft production, and, of course, in the widely 
distributed plants of the Ford Motor Company. Various arguments are 
advanced in favor of a company policy of national wage uniformity, one of them 


2 For supporting material, see ‘‘ Diversity in North-South Wage Differentials and in Wage 
Rates within the South,” op. cit. (for subsection 1); R. A. Lester and E. A. Robie, Wages 
under National and Regional Collective Bargaining, Industrial Relations Section, Princeton 
University, 1946 (for subsections 1 and 3); and ‘‘Effectiveness of Factory Labor: South- 
North Comparisons,” Journal of Political Economy, Feb. 1946, pp. 60-75 (for subsection 3). 
Subsection 2 is based mainly on a study of company wage policy soon to be published by the 
Princeton Industrial Relations Section. 
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being that it corresponds to the policy of nation-wide price uniformity for many 
branded articles. 

2. A company policy of gearing wages to the scales paid by other selected 
companies in the locality is an especially weak basis for wage determination in 
an economy influenced by trade unionism. Under such a policy the mere threat 
of unionism may cause wages in a community to rise relative to wage levels 
elsewhere and thus establish a new relative level of local prevailing rates. Un- 
organized and organized companies may strive to anticipate wage changes in 
order to get credit with their employees for initiating the change, and the policy 
of emulation may mean that the weakest organized company in the community 
can be used by the union to set the pattern for local wage changes. Some 
companies have come to realize the unsubstantial character of wage scales based 
on “‘prevailing local rates” and would prefer a more objective test like labor 
productivity as the basis for wage change and any interarea wage differentials 
(as well as for individual differences within the plant) if satisfactory methods of 
measurement for making comparisons could be developed. 

3. National unions in industries manufacturing products for a national market 
generally favor a policy of “equal pay for equal work”’ regardless of plant loca- 
tion in order to “take labor out of competition.” That objective has been 
practically accomplished under national bargaining in such industries as flat and 
flint glass and is being strongly pressed by many CIO and AF of Lunions. The 
CIO Rubber Workers, for example, have pointed to the marked South-North 
wage differential in the manufacture of rubber tires without any such differential 
in tire prices, yet, they claim, and some company data tend to confirm their 
claim, that output per man-hour and labor effectiveness in rubber tire production 
in the South is equivalent to that in the North. 

Certain national unions have not opposed geographic differentials where they 
are considered justified by special circumstances in the industry such as the 
importance of nearness to the dominant market or marked differences in trans- 
portation costs (e.g., the Federation of Dyers and the United Mine Workers). 
Local unions in companies, or branches of an industry, with high wage-paying 
ability have at times been reluctant to forego the possibility of exploiting their 
favorable position in order to maintain a uniform wage scale on a national, or 
even a regional, basis. 

4. In the absence of national bargaining and given the employer policy of 
rapid adjustment to changes in prevailing scales, unions tend to maneuver and 
play companies off against one another so as to change prevailing rate levels as 
they desire. The Textile Workers (CIO), for example, announced a wage 
demand of 10 cents an hour last springand of 12 cents last summer with the result 
that mills striving to remain unorganized rushed to raise their wage scales by al- 
most as much as the union’s request, thus enabling the union to obtain most of its 
announced demand from the organized mills. As a consequence, the minimum 
wage for practically all cotton textile mills in the South is between 65 and 75 
cents per hour, with 73 cents the minimum for northern mills and the organized 
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southern mills and many important unorganized mills in the South at a minimum 
of 70 cents or more. 


1. Numerous factors have been mentioned in explanation or justification of 
South-North wage differentials. It is claimed, for example, that the relative 
shortage of capital in the South leads to less capital equipment being employed 
per worker in southern plants than in northern plants. However, available data 
raise doubts as to the general validity of that contention. Of 44 replying 
interregional firms, 42 stated that lower wage rates in the South had not them- 
selves caused the company to use production techniques or methods in its southern 
plant or plants that require more labor and less machinery than the proportions 
of labor to machinery used in its northern operations. The southern wage scales 
for those 42 concerns averaged about 12 per cent under their northern scales 
and 10 of the concerns had southern scales 20 to 30 per cent below their northern 
rates for all comparable jobs. Generally speaking, the southern plants are newer 
and more modern in such industries as furniture, hosiery, cotton textiles, pulp and 
paper, andrubber. Also census data show that the electric energy used per man- 
hour in southern manufacturing has generally averaged well above the average 
for the North and north central states and that is particularly true for most of 
the industries mentioned. Some of the smaller southern companies in certain 
industries probably do use a relatively high proportion of labor to capital invest- 
ment, as certainly is the case in the southern lumber industry largely because of 
the size and location of the trees. 

2. In support of southern wage differentials it has frequently been alleged that 
southern labor is less “efficient” or less ‘‘productive” than northern labor. Two 
detailed studies of three textile firms with plants in both regions indicated that 
southern labor in those cases was fully as efficient as northern labor. Twenty- 
three out of 41 replying interregional concerns reported the efficiency of factory 
labor in their southern plants equal to or (in four instances) above that of labor 
in their northern plants, yet a majority of those 23 concerns were paying wage 
scales in the South averaging from 10 to 25 per cent lower than in the North. 
Also 8 out of 12 replies from industrial engineering firms doing consulting work 
in both regions stated that labor productivity in the South was as great as or 
greater than in the North under comparable conditions. 

Reports from employers and industrial engineers indicate that the South has 
been experiencing a relative increase in the quality of management and labor 
during recent years. Continued improvement in the education, health, and 
industrial experience of labor and management in the South should serve to 
reduce and eliminate remaining interregional differences. 

3. The attitude of both southern and northern industrialists toward South- 
North wage differentials has been changing. Instead of considering such differ- 
entials natural and inevitable, a number of southern employers now state that 
there is no need for a South-North wage differential in their industries. Execu- 


3 See ‘‘ Effectiveness of Factory Labor: South-North Comparisons,” op. cit. (for subsec- 
tions 1 and 2) ; Hearings on S.1349, op. cit. (for subsection 3) ; and ‘‘Must Wages Differ North 
and South?,”’ op. cit. (for subsection 4). 
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tives in some interregional firms with a marked South-North differential have 
stated that they expect the differential to narrow further, if not disappear, and 
are planning accordingly. Replies by 70-odd concerns to a wage-policy question- 
naire circulated in the fall of 1946 indicate that a surprising number of inter- 
regional concerns do not think that they would be adversely affected by industry- 
wide uniformity in wage scales. 

4. Other stated reasons for South-North wage differentials have been of 
declining significance. It is doubtful whether additional nonwage costs met by 
the employer for workers’ perquisites and welfare is greater now in the South 
than in the North. Indeed, company benefit and insurance programs are much 
more prevalent in the North than in the South in industries like textiles and 
furniture. Various cost of living studies during the past decade have shown that, 
on a comparable basis, living costs in the South have averaged no more than 3 
to 5 per cent below such costs in the North and that it costs more to maintain a 
given standard of living in some southern cities than in some northern cities of 
comparable size. 

There can be little doubt that the economic basis for South-North wage 
differentials in most southern industries have been weakened during the past 
decade. It will not do to state the advantages of southern location for certain 
industries—less heating expense, lower taxes, nearer to raw material sources, 
cheaper power, more adaptable labor, less stringent labor laws, etc.,—and then 
to insist that a South-North wage differential is justified because one factor is 
unfavorable to the South, such as higher freight rates or greater distance from 
the principal markets. Only after testing and carefully assessing the economic 
significance of each factor pro and con could a fair net balance be drawn, and, if 
the balance were in the South’s disfavor, there would still be the question whether 
geographic wage differentials are the means by which such an unfavorable balance 
should be offset in part or in full. 


Iv‘ 


1. Over a period of time, southern firms in a number of industries have adjusted 
to practical elimination or marked narrowing of South-North wage differentials 
without relative curtailment or sacrifice of the industry in the South (e.g., pulp 
and paper, men’s and women’s cotton clothing, cotton textiles). Predictions 
of widespread unemployment in the South as a consequence of wage minima and 
a narrowing of South-North differentials brought about by the NRA, the Fair 
Labor Standards Act, or unionization have not come true. They have proved 
unfounded partly perhaps because of extenuating circumstances but partly also 
because they have been based on marginalist theory and mistaken notions 
concerning the labor market. 


4 See ‘‘Trends in Southern Wage Differentials since 1890,” op. cit. (for subsection 1); 
‘*Effectiveness of Factory Labor: South-North Comparisons’”’ (for subsection 2); “‘Short- 
comings of Marginal Analysis for Wage-Employment Problems,’”’ American Economic Re- 
view, Mar. 1946, pp. 63-82 (for subsections 2 and 3). An article by the author, ‘“‘Marginal- 
ism, Minimum Wages, and Labor Markets,’ which is scheduled for the March 1947 issue of 
the American Economic Review, discusses conclusions in subsections 2 and 3 in much more 
detail. 
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2. Contrary to the assumptions often made by marginalists, the author’s 
studies indicate: (a) Interregional differences in wage scales and in labor effective- 
ness or output are not closely correlated; differences in labor productivity 
apparently are not a fundamental factor in South-North wage differentials. 
Where interregional firms have not experienced labor effectiveness in their 
southern plants approximately equal to that in their northern plants, it is 
frequently due to less effective management in the southern plants. (b) The 
notion that large manufacturing firms vary the proportion of factors they use 
according to the relationship between wage and nonwage costs and that produc- 
tion techniques requiring more labor and less mechanical equipment and power 
are employed in the South seems to be controverted by replies received from 44 
interregional concerns, census data on electric power consumption per man-hour, 
and other material. (c) In the absence of unionism or an effective legal mini- 
mum, there is generally not a single “‘prevailing’’ rate for a given class and quality 
of workers that “‘clears” the local labor market, but a whole range of rates with 
the scale differing between firms for historical, personal, or ethical reasons. 
Many existing wage differentials—race, sex, occupational, intraplant, and 
interfirm—cannot be justified by reasoning purely on the basis of pecuniary 
marginalism. (d) Southern business executives apparently believe that their 
variable costs (and particularly their labor costs) per unit of output decline 
sharply as the scale of plant operations rises toward what they deem to be 100 
per cent plant capacity. Replies from 33 firms indicated that, on the average, 
unit variable costs (to say nothing of overhead per unit) increase about 25 per 
cent with a drop in the scale of plant operations from 100 per cent to 70 per cent 
of capacity. If employers could and would calculate marginal labor costs (which 
seems generally not to be the case in modern, large-scale industry), it would, 
therefore, not be rational for them to adjust to higher wages by deliberately 
reducing output (the scale of plant operations) as marginalists frequently assume 
employers would do in reaction to an increase in their wage scale relative to 
scales paid by competitors. (e) Current and anticipated volume of sales for 
products of the plant is the dominant factor determining output and employ- 
ment in manufacturing plants and it seems generally to operate, at least within 
rather wide limits, independently of marginalist considerations or principles. 
Consequently, wage increases at a plant relative to competing plants may have 
no effect on the plant’s employment. 

3. Judging by replies of employers, marginalism is based on a faulty concep- 
tion of the psychology of an employer faced with an increase in his wage scale 
relative to the scales paid by his competitors. Under such circumstances, 
employers normally do not deliberately reduce their scale of operations or go out 
of business. Contrary to assumptions in the textbooks, there is usually much 
that a management can do to improve effective operation of a business, espe- 
cially if pressed to act by cost increases. And if one management cannot make 
the improvements, a new management may. A more realistic theory of the 
economic behavior of management in American business is badly needed. 

Interesting are the replies of executives of 43 southern concerns in the summer 
of 1945 to the question of how their firms would be likely to adjust to a 50 per 
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cent reduction in the average South-North differential in their industry during 
the first three years after defeat of Japan. Most frequent mention and greatest 
emphasis was given to “Improve efficiency through better production methods, 
organization, supervision, incentives, workloads, etc.” Second in importance 
was “Install additional labor-saving machinery,” which was stressed particularly 
by firms with high ratios of labor to total cost. Almost as significant as labor- 
saving machinery in number of times mentioned and average weight given by the 
executives was “Increase sales efforts so as to expand sales and production.” 
Stress on sales efforts, which would presumably increase output and employment 
of the firm over a period of time, is an understandable adjustment in view of 
importance of operations at or near 100 per cent of plant capacity in order to 
keep unit variable and unit overhead costs at a minimum. “Increase sales 
efforts” was rated more than 5 times as important as “reduce production by 
deliberately curtailing output,” which was mentioned as a possible adjustment 
by only 4 of the 43 replying companies. 

These replies, indicating the adjustments that would be made to a marked 
narrowing of South-North wage differentials, help to explain experience in the 
South under the Fair Labor Standards Act. In the men’s cotton garment 
industry and the wood furniture industry, for example, the firms most affected 
by increased minima under that act were the ones that experienced the greatest 
increase in employment, and employment in the southern plants expanded 
faster than in the North despite reductions in South-North wage differentials. 


Vv 


How would continued reduction or complete elimination of existing South- 
North wage differentials affect industrial development in the South? Would 
relatively higher wages for plants enjoying a South-North differential impede 
and retard southern manufacturing or would they improve industrial manage- 
ment and the well-being of labor in the South? 

1. If we are candid, we must admit lack of adequate knowledge concerning 
the effects of a relative rise in wage scales in one section of a nation upon that 
section’s industrial development. Undoubtedly the effects will vary somewhat 
depending upon the factors responsible for the relative rise in the region’s wage 
rates. As already indicated, many of the grounds for South-North wage differ- 
entials have been disappearing or have less economic validity than they had in 
past decades. Important forces in the decline of such differentials have been 
industrial expansion, union policies, and full employment. In many plants and 
industries in the South the wage scales paid and the proportion of labor to capital 
used are equal to northern levels and proportions; adjustment to elimination of 
South-North wage differentials was made without relative curtailment of 
operations in those plants or industries in the South. 

2. Reduction or elimination of remaining South-North wage differentials could 
help to improve living standards in the South. Answers of southern business 
executives to questions regarding the adjustments they would make to marked 
reductions in South-North differentials indicate that much can be done through 
better management, product development, and sales efforts to offset the effects 
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of relative wage increases. In addition to stimulating industrial efficiency by 
encouraging improvements in management and labor, relatively higher wage 
scales for some southern firms and industries would tend to improve the South’s 
barter terms of trade with the rest of the country, especially in the case of articles 
produced only in the South and protected by a lack of competitive substitutes. 

3. Some economists believe that South-North wage differentials are necessary 
in order to attract labor away from the South and to attract capital investment 
tothe South. Wage levels in the South approximately equal to wage scales paid 
by competitors in the North—a situation widely prevalent nowadays—are 
considered ‘‘wage distortions.”” The same reasoning has not, however, been 
applied to commodity prices; uniform prices between the North and the South— 
characteristic of most trade-marked commodities—are not called “price 
distortions.”’ The widespread existence of geographic price uniformity has been 
an important factor in the demand for geographic wage uniformity. The two 
are obviously related. 

Without adequate knowledge of labor and management effectiveness and the 
factors governing both, we lack the necessary basis for determining the existence 
of wage distortions. The relative volume of unemployment in localities does 
not afford a satisfactory basis for judgment because it may be affected by numer- 
ous nonwage factors. Consequently, the rate of unemployment for localities 
over a complete business cycle has not generally varied directly with relative 
local wage scales, with unemployment smallest in the low-wage areas and 
greatest in high-wage communities. 

Assuming the desirability of northward migration of labor, there is still a 
question of the importance of South-North wage differences in such migration 
compared with other factors like job opportunities, living conditions, and social 
advantages. One must bear in mind that wage differentials in labor-market 
areas within the South are greater than the true South-North differential in 
most industries.® 

With extensive unionization and widespread knowledge of wage rates being 
paid in other regions, it is also questionable whether low wage scales are so 
effective in attracting modern, large-scale industry as, say, an effective, stable, 
and tractable labor supply. Economists have been prone to place too much 
stress on comparative wage levels and not enough on effective management 
arrangements and the qualitative aspects of labor as factors in the location of 
industrial plants. Undoubtedly that bias helps to explain why predictions of 
relative economic decline for high-wage areas have often proved incorrect. 

4, Reductions in remaining South-North wage differentials may be expected 
during the next decade. Available data, although inadequate in many respects, 
indicate that southern firms have adjusted and can adjust to gradual reductions 
in South-North wage differentials in ways that are beneficial to southern labor 
and to southern industry. 


5 For an indication of the importance of nonwage factors in the movement of factory 


labor, see Charles A. Myers and W. Rupert Maclaurin, The Movement of Factory Workers, 
1943. 
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| HARRY D. BONHAM 
University of Alabama 


i In discussing the outlook for heavy industry in the South, it will be necessary 
: to define the meaning of the term “heavy industry” and to delineate the area 
included in the South. 
In this discussion, heavy industry is taken to refer primarily to the iron and 
| steel industry, although some attention will be given to the production of 
machinery, cast-iron pipe, railroad equipment, shipbuilding, and cement. 
Modern industry—especially in the United States—makes use of a large number 
of goods any one of which might be considered the sine qua non to existence, but 
this term seems most applicable to iron and steel. Our present industrial econ- 
omy is (1) a machine economy relying on metals, principally iron and steel, and 
(2) an exchange economy requiring that vast quantities of goods be transported 
} to market by rail, truck, ships, and pipelines, made principally of iron and steel. 
The South, as discussed here, will include the 11 southern states of Alabama, 
; Arkansas, Florida, Georgia, Louisiana, Mississippi, North Carolina, Oklahoma, 
South Carolina, Tennessee, and Texas. Kentucky, Virginia, and Maryland, 
frequently referred to as southern states, are excluded from the group on the 
ground that their heavy industry is more closely identified and associated with 
similar industry and markets of the North. The South, as delineated here, is the 
area designated as such by the leading corporations in the field of heavy industry. 
In the development of this discussion, the first step will be to consider the 
present position and relative importance of the heavy industry of the South 
from the viewpoints of its importance as a segment of the nation’s heavy industry 
and of its place in the industrial pattern of the South. As a further measure of 
( its position and significance, an analysis will be made comparing the production 
of some lines of heavy industry with the demand for its products in the southern 
market. Next, an analysis of the trends in production in certain heavy indus- 
\ tries will be developed. Finally, the factors the growth of which stimulate 
industrial development and the demand for products of heavy industry will be 
analyzed. There will be a discussion of factors which may condition future 
trends of development.! 
A reasonable measure of the significance of heavy industry in the South may 
/ be secured from data taken from the census of 1939. These data do not, of 
course, reflect the accelerated activity brought on by the war, but they may 
more accurately reflect the basic position of heavy industry in the South than 
would data from a later period in which wartime demands greatly exaggerated 
and probably distorted true relationships. 


1 In making the comparison of heavy industry in the South with heavy industry in the 
nation, there is no implication that the developmental pattern for southern industry should 
be the same as that for the nation. It does provide a basis for comparing relative regional 
development and it establishes some useful benchmarks in survying the outlook. 
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Heavy industry, as used in this analysis, was composed of the following lines: 
iron and steel, including blast furnaces, steel works, rolling mills (Group 14 of 
Census of Manufacturing classification), machinery (except electrical), railroad 
equipment, shipbuilding and repair, and cement. ‘The data on these industries 
are complete for the South, except for one minor blast furnace and seven scattered 
cement plants.2 The analysis is based upon a series of comparisons made be- 
tween heavy industry in the South and heavy industry in the nation; between 
heavy industry in the South and all manufacturing industry in the South; and 
between heavy industry in the United States and all manufacturing industry 
in the United States. The measures of importance are (1) the number of 
establishments, (2) wage earners employed, (3) wages paid, and (4) the value 
added by manufacture. 

This analysis may be accepted as giving a fair idea of the regional and national 
significance of southern heavy industry. 


TABLE I 


Comparison oF Heavy Inpustry IN THE SoutH witH Heavy INDusTRY IN THE UNITED 
States, 1939 


H.I. SOUTH] H.I. U. S. 
2. | S| ste 
SOUTH Uv. Ss. SOUTH U. Ss. ALL H.I. SOUTH 
No. of establish- 

1,688 19,224 25,445 184,230] 8.8 6.6 10.4 
Wage earners........ 85,200 | 1,610,752) 1,165,339) 7,886,567) 5.3 7.3 20.4 
Wages (000$)........| 93,024 | 2,242,254; 899,254) 9,089,941) 4.2 10.3 24.7 
Value added (000$)../258,032 | 5,308,895) 2,582,019) 24,682,918] 4.9 10.0 21.5 


Source: Compiled from 1939 Census of Manufactures. 


These comparisons may be something of a surprise to anyone who has accepted 
the oft-repeated statements that heavy industry in the South is one of the largest 
employers of labor and one of the greatest producers of industrial wealth. It is 
clear that for the South, as it is here delineated, heavy industry in 1939 was 
neither a large segment of the national heavy industry total—about 5 per cent— 
as measured either by wage earners employed or value added; nor was heavy 
industry as important in the regional manufacturing total as heavy industry of 
the nation was of the total manufacturing of the nation. Slightly more than 7 
per cent of the South’s manufacturing wage earners were in heavy industry, 
whereas for the nation over 20 per cent of the industrial wage earners were 
engaged in heavy industry. On the basis of value added by manufacture, 10 
per cent of the value added by all southern manufacturing establishments was 
attributed to heavy industry. For the nation as a whole, heavy industry 


contributed over 21 per cent of the value added by manufacture by all manu- 
facturing industry. 


? One blast furnace in Tennessee and seven cement plants distributed as follows: Arkan- 
sas 1, Louisiana 1, Florida 1, Oklahoma 2, Georgia 2. 
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These comparisons show a surprising imbalance in the South’s industrial 
structure and the relative lack of heavy industry may have some connection with 
the comparative backwardness of our whole regional industrial development. 

Another approach in the determination of the present status of heavy industry 
in the South is to make some comparison of the production of the heavy industry 
of the region with the indicated consumption of its products within the area. 
This is a difficult task as the requisite data, quantitatively expressed for both 
production and consumption, are for the most part not publicly available. 

It is generally recognized that the South is a surplus producer of pig iron. 
During the war years, 1942-1944, the South produced about 8 per cent of the 
total national production. While no accurate data are available on the subject, 
those intimately acquainted with the industry estimate that about 80 to 85 per 
cent of the South’s pig iron production is consumed within the area by steel 
makers, foundries, and cast-iron pipe producers, with the remainder moving out 
of the area in the form of merchant pig. 

The South is the largest producer of cast-iron pipe. Of a total of 23 cast-iron 
pipe plants in the United States, the South has 10, nine of which are located in 
Alabama. A conservative estimate by experts in the industry places the South’s 
share in cast-iron pipe production at 65 per cent of the nation’s total output. 
This estimate is fairly well substantiated by a tabulation of carload originations 
of cast-iron pipe and fittings on Class I railroads for the five-year period 1940- 
1944. For this period, the South averaged 68.3 per cent of the total originations 
for the nation. No adequate data on consumption of cast-iron pipe in the South 
are available, but it can scarcely be reckoned that the South’s consumption 
came close to approximating production. 

The most important product in the heavy industry group is steel. Again, 
completely accurate data are not available. The data available on the produc- 
tion of steel ingots and castings exclude Oklahoma, although it is not believed 
that this is a significant quantity. The data available on consumption cover the 
entire South, but are based on shipments of mill products. 

In 1937, the South, excluding Oklahoma, produced 3.76 per cent of the total 
tonnage of steel iigots and castings produced in the United States. The con- 
sumption of the products of steel works and rolling mills during the same year, 
as measured by shipments from the mills to the South, was 8.9 per cent of the 
total shipments. 

In 1939, the South produced about 4.5 per cent of the total tonnage of steel 
ingots and castings and consumed 7.8 per cent of the total tonnage of products 
shipped from the steel mills of the nation. 

Thus, in these two years, steel production in the South failed to meet con- 
sumption requirements by substantial margins. These differences between 
production and consumption are not the complete measure of the deficits in steel 
production. In some items the South supplies heavy tonnages for markets 
outside the area. Rails are known to move into the West; tin plate and some 
structural shapes move to the Pacific Coast. On the other hand, the South 
consumes an estimated 25 to 33 per cent of the oil country pipe, both for drilling 
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and pipe line purposes. In contrast to this relatively high consumption, there is 
no capacity within the South for producing these items. In another category, 
cold rolled sheet and strip, not consumed in large quantities in the South as yet, 
but important material in the development of the pressing, forming, and stamping 
industries, the South is without capacity at present. This deficit, however, will 
be corrected within the next 12 to 18 months. 

In addition to the deficits just pointed out, the steel used by the South in 
automobiles, much of its machinery, refrigerators, and the like is not produced 
here. From the standpoint of ultimate consumption, the steel industry of the 
South has not yet reached a position in which it can be said to measure up to 
demand. 

In the production of machinery (except electrical), the South falls below the 
national average. In 1939, the production of machinery in the South accounted 
for only 1.8 per cent of the wage earners employed in manufacturing within the 
area, and for only 2.9 per cent of the value added by manufacturing for all 
manufacturing industry within the area. In the nation as a whole, the produc- 
tion of machinery accounted for 6.6 per cent of the wage earners and 8.0 per cent 
of the value added for all manufacturing industry. In both shipbuilding and 
repair and the manufacture of railroad equipment the South fails by a substantial 
margin to equal the national average. In cement complete data are not avail- 
able, but it is believed that for this item the South more closely approaches the 
national averages.* 

Having given attention to the position of heavy industry in the years that 
might well be classed as representing normal industrial relationship in the 
immediate prewar period, consideration should be given to growth trends or 
developmental tendencies in the heavy industry of the South. For this purpose, 
the more important lines such as pig iron, steel ingots, and hot-rolled products 
were selected and data tabulated for the 35-year period 1911-1945. This period 
conforms very closely to that during which modern development in the iron 
and steel industry of the South occurred. Unfortunately, complete production 
data on pig iron and hot-rolled products for the South are not available. How- 
ever, complete production data on pig iron, steel ingots and castings, and hot- 
rolled products are available for Alabama and, since Alabama has from 75 to 85 
per cent of the South’s capacity for producing these items, a comparison of the 
state trend with that in the nation ought to be fairly indicative for the trend in 
the South as a whole. 

For this analysis, the straight-line trend method was used and a “rate” of 
growth was computed for each item by expressing the straight-line annual 
increment as a percentage of the central trend value which is the arithmetic 
average centered at the midyear 1928. The results are presented in the following 
table. 

The resulting rates of growth are both interesting and hopeful. Alabama, 
with 85 per cent of the southern blast furnace capacity, shows a slower rate of 


3 See location quotients, chap. V, p. 112, Table 2, Industrial Location and National Re- 
sources, National Resources Planning Board, 1942. 
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growth in pig iron production than that for the United States. On the other 
hand, in the production of basic steel, both Alabama and the South show a rate 
of growth surpassing that for the nation. Most promising of all is the position 
of the South with respect to hot-rolled products. As measured by Alabama’s 
production the rate of growth in this important line was 3.95 as compared with 
2.21 for the nation. 

In summarizing the situation as it has been presented thus far, it can be stated 
that southern heavy industry as defined is neither a very large segment of 
our national heavy industry, nor is its contribution in employment and value 
added by manufacture to total manufacturing in the South comparable to the 
contribution made by total heavy industry to national manufacturing. In the 
production of such lines as pig iron and cast-iron pipe, which may be characterized 
as low value products not yielding a maximum in either employment or value, 
the South appears as a surplus producer. In the more or less finished products 
of the rolling mills, which do yield relatively high return in employment and 


TABLE II 


CoMPARATIVE ‘‘RATES”’ OF GROWTH 
Tron and Steel Activities, 1911-1945 


| ALABAMA | SOUTHERN UNITED STATES 
Steel ingot and castings................... 3.93 4.12 2.37 
3.95 not available 2.21 


Computed by expressing the straight-line annual increment as a percentage of the arith- 
metic average(central trend value). 


value added by manufacture and which are essential materials for genera 
industrial development, the South is a deficit area so far as meeting the indicated 
demand. An improvement in this situation is occurring, however, if a compari- 
son of the relative rates of growth are meaningful. Our greatest strides are being 
made in the lines and industries most essential to bringing about a better balance 
between heavy industry and the rest of our industrial development. 

If the heavy industries of the South have not reached a point in their develop- 
ment comparable to that attained by the heavy industries of the nation as a 
whole, and if, in the most essential lines, they do not measure up to the demand 
for their products, what can be expected of them in the future? 

In the consideration of this question, no use is made of involved formulas 
to measure growth or to project demand. Instead, there-is undertaken a simple 
consideration of certain factors usually associated with industrial growth. The 
assumption is made that although the year-by-year demand for the products of 
heavy industry does not parallel the behavior of these general economic factors, 
some positive relationship ought, nevertheless, to exist over a period of time. 

If there are increases in the growth and urbanization of the South’s population, 
in its manufacturing industry in general, in its income, in its construction ac- 
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tivities, and in its banking resources, it is assumed that this growth in basic 
economic development will be reflected in an increase in the demand for the 
products of its heavy industry. This in turn should provide greater opportunity 
for heavy industry to develop. 

The population of the South increased from about 18 million in 1900 to approxi- 
mately 32 million in 1940, an increase of 77.3 per cent. For the nation as a 
whole the population increase for the same period was 73.3 per cent. More 
significant than growth of population in the South has been the relative shift 
from rural to urban. In 1900 the South had 8.3 per cent of the nation’s total 
urban population, and in 1940 the South’s share of the nation’s urban population 
had increased to 15 per cent. During this period, the South’s urban population 
increased over 337 per cent while the national increase in urban population was 
only 145 per cent. 

Data on the development of manufacturing for the 40-year period 1898-1939 
are not strictly comparable due to changes in census enumerations after 19i9. 
But allowing for the bias, which probably increased the South’s proportion for 
the earlier years, the region still shows an increasing participation in the nation’s 
industrial activity. In 1899, the South had 10 per cent of the wage earners in 
the nation’s manufacturing industry, and in 1939, the percentage had risen to 
approximately 14. In value added by manufacture, the South’s participation 
rose from 6.5 per cent in 1899 to 10.5 per cent in 1939. In value added by manu- 
facture per wage earner and in the number of wage earners engaged in manu- 
facturing per 100,000 of population, the South also shows considerable gains. 

On the basis of per capita income payments to individuals, the South’s purchas- 
ing power has risen appreciably. Based on estimates prepared by the Depart- 
ment of Commerce, the per capita income for the 11 southern states was $367 
in 1929, while for 1945, it was estimated at $794. This represents a gain of 
$427, or 116.3 per cent. For the nation as a whole, the rise in per capita income 
paid to individuals was from $680 in 1929 to $1150 in 1945. This is a gain of 
$470 but only 69.1 per cent. The percentage gain in southern per capita income 
for the period was spectacular and the dollar gain was substantial, but the fact 
remains that southern per capita income in dollars was only 69 per cent of the 
national per capita income in 1945. From 1933 through 1945 the relative rate of 
increase in per capita income of the South was better than for the nation as a 
whole, and, if continued at the same rate, might bring income payments to 
individuals in the South up to the dollar level for the nation by about 1960. 
But there is good reason to believe that the favorable relative rate of increase of 
the period 1933-1945 will no longer obtain. Detailed study of income data 
from some southern states indicates that a sizeable part of the rate of growth in 
per capita income in the South was attributed to income received from the v. rious 
federal spending programs, including spending for war. It now seems unlikely 
that income from this source will be as great in the immediate years ahead as it 
was from 1933 to 1945. 

In the field of construction, which offers a market for approximately 30 per 
cent of the products of the South’s iron and steel industry and virtually 100 per 
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cent of its cement, considerable gain has been shown over the past years. On the 
basis of value of construction contracts awarded in 37 states, as reported by 
F. W. Dodge Corporation, the South’s share increased approximately 15 per cent 
in 1929, to over 20 per cent in 1939, and, due to the impetus of wartime construc- 
tion, to over 40 per cent of the 37-state total in 1943. The high participation 
rate of the war years will not be continued, but there is reason to assume (and 
recent data supports the assumption) that the South will not fall very far below 
its prewar levels in construction. 

One of the questions raised in any discussion of the industrial prospects of the 
South is the ability of the region to support such expansion financially without 
too much outside help and, consequently, outside control. As measured by 
aggregate banking resources, the South has been comparatively weak. In 1925, 
the South had about 8.9 per cent of the banking resources of the nation. There- 
after, the percentage declined to a low of 6.3 per cent in 1933 and did not rise 
above the 1925 percentage until 1942, when the South’s share rose to approxi- 
mately 10 per cent. In 1944, the South’s share was 11.1 per cent. During the 
war years, 1941 through 1944, the gain in southern banking resources was more 
rapid than for the nation. Using a 5-year average, 1925-1929, as a base, the 
relative index in 1941 for the South was 127, while for the nation it was 129. 
By 1944, the index for the South, based on the five-year average, had risen to 
300. For the nation, the 1944 index had advanced only to 225. Lest. this 
spectacular growth in the South’s banking resources give rise to excessive 
optimism it should be pointed out that while the increase is encouraging, the 
South’s banking resources on a per capita basis are less than one-half those of the 
nation. 

There are many more significant factors which ought to be considered, but, 
for a limited discussion, enough has been examined to give a reasonable assurance 
that the basic prerequisites for developing toward an industrial balance in the 
economy of the South are present. Although the population of the area is not 
increasing rapidly in a comparative sense with that of the nation as a whole, it 
is vigorous and has recently acquired many industrial skills and is becoming more 
balanced as between urban and rural. The industry of the South is vigorously 
and aggressively increasing its share in the national picture. In both income and 
banking resources, remarkable gains have been made, although in neither field 
have the gains been sufficient to place the South on equal terms with the rest of 
the nation. 

The heavy industries will participate in whatever economic progress is made 
in the South and ought to participate at an accelerated rate. But, before con- 
cluding this discussion on too optimistic a note with respect to the prospects of 
southern heavy industry, a few words ought to be said on factors which may have 
a limiting or conditioning effect on the development of heavy industry in the 
South even though the basic prerequisites for growth are present. 

In the main, heavy industries are highly integrated, and their control rests in 
the hands of a few who may not always act in the best interests of a given 
geographical area in regard to the development of the heavy industry of that 
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area. The major units of southern heavy industry are, for the most part, con- 
trolled by parent corporations with interests elsewhere in the nation. What 
might be desirable in the way of expansion or development in the South might 
duplicate facilities controlled or owned by the corporations elsewhere and be 
undesirable profit-wise. 

Another characteristic of heavy industry is the requirement of large invest- 
ment outlays for facilities which to be profitable must operate at rather high 
capacity ratios. This accounts, in part, for some of the situations to be found 
in the South, where the demand for some mill products, although growing, are too 
small as yet to justify the capital outlay necessary to provide optimum-sized 
facilities for the production of these items. 

The future freight rate structure of the South may also condition the develop- 
ment of heavy industries here. In the early development of southern heavy 
industries such as pig iron and cast-iron pipe, commodity rates very favorable 
to the movement of these items out of the South were granted by southern 
railroads. These rates were most helpful during that early period when the 
South offered virtually no market for these goods. Now the South is developing 
as a market for heavy goods and finished goods made by industries using the 
products of heavy industry as raw material. If the South is to rise above the 
level of a “‘colonial’’ economy, it must be done by encouraging these industries 
which, in the processing and fabrication of basic heavy materials, employ its 
wage earners in the skilled cecupations. This will fructify the economic life of 
the region with high wages and the business profits which come from increasing 
the value added by manufacture. One method of encouraging such a develop- 
ment may be an adjustment of the freight rate structure of the South and of the 
nation so that our heavy industries are encouraged to expedite the processing and 
fabrication here of more goods for which a demand has been shown to exist in 
this area. 

There is one more possible conditioning factor to which some attention should 
be given. This has to do with the method of pricing used by practically all the 
heavy industries—that of using basing points and quoting delivered prices. 
Since the early 1920’s, the Federal Trade Commission has been moving toward 
the goal of F. O. B. mill prices with the purchaser choosing his own method of 
transportation and paying his own freight. The commission’s “cease and 
desist”’ order in 1924, the action of the major steel companies in 1938 in abolish- 
ing almost all of the price differentials at basing points outside of Pittsburgh, and 
the Supreme Court’s decision in the Corn Products Refining Company Case in 
1945 may be regarded as milestones of progress toward the goal. If the com- 
mission’s aim is achieved, no one questions that its impact upon the heavy in- 
dustries will be severe. For some plants in the North, the effect would be to 
restrict them to markets with tonnage demands far less than plant capacity. 
For most southern heavy industrial plants, the effect might well be the reverse, 
and these industries might then well afford to expand facilities to meet the 
area’s demand without fear of suffering from dumping by outside producers 
when the over-all national demand has fallen off. 
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In concluding this survey of the prospects for southern heavy industry, it 
can be said that there are good grounds for optimism as to the future. The 
basic resources for heavy industry such as iron ore, coal, limestone, and slag, 
although not discussed in this paper, are available in the South in sufficient 
quantity to support the industries based upon them for a long period of time. 
Certain lines of southern heavy industry, such as pig iron and cast-iron pipe 
production, which may be characterized as the “low value”’ items, are relatively 
well developed and produce in excess of southern demand. In the “higher value” 
items, such as steel, steel mill products, and machinery, southern production 
falls below the demand for these products within the area. It is encouraging 
to note, however, that the relative rates of growth in these iatter lines show an 
improvement in the South’s comparative position, even though production, as 
yet, does not meet demand. The besic factors which promote industrial expan- 
sion and development give indications of vigor and in most instances a relatively 
rapid rate of growth. The South’s participation in the war economy has given 
it added strength in industrial experience, financial resources, and technological 
‘know how.”? More important, the South’s industrial life has been stimulated 
with an enthusiastic confidence as to its own future. 

There are good reasons for this confidence but our optimism must be tempered 
by the realization that the South’s economy is still predominantly agricultural 
and that our purchasing power, on a per capita basis, is still the lowest of any 
similar-sized area of the nation. Industry, including heavy industry, has many 
years of painful growth ahead before the economy of the South is brought into 
balance. 


THE PLACE OF EDUCATION IN THE DEVELOPING 
ECONOMIC STRUCTURE OF THE SOUTH 


TIPTON R. SNAVELY 
University of Virginia 
I 


In 1948 a century will have passed since John Stuart Mill published his famous 
book, Principles of Political Economy. In Book II, chapter 13, he considers 
certain remedies for low wages and finds that the hope of dispelling low wages 
lies in altering the habits of the laboring people. He then concludes that the 
one main hope lies in effective education. 

Without committing himself to “either the principles or the machinery” of a 
particular pattern of education, Mill held “that the aim of all intellectual train- 
ing for the mass of the people should be to cultivate common sense; to qualify 
them for forming a sound practical judgment of the circumstances by which they 
are surrounded.” If this indispensable aim were kept in view, Mill believed 
that there would be little difficulty in deciding either what to teach or in what 
manner to teach it. Then in a famous apothem he said: “Education is not 
compatible with extreme poverty.’ 

Forty years after the appearance of Mill’s book, Alfred Marshall stressed 
national education as the surest means of improvement in standards of living. 
He states that in order to lift the average income of a people it is necessary to 
diminish the supply of unskilled laborers and this can only be achieved by what 
he calls more thorough education. He would have the children of unskilled 
workers made capable of earning the wages of skilled occupations while the 
children of skilled workers should be trained for “still more responsible work.” 
He asserts unequivocally that education is a national investment toward which 
the state should contribute “‘generously and even lavishly.’”*  . 

From the above statements it is clear that both Mill and Marshall believed that 
education for the many is basic for a high level of income and a high standard of 
living in any country. Mill urged especially that type of education that will 
make people aware of their environment and their situation and that will cause 
them to become more productive. This he felt could only come about by 
changing the habits of people, that is, by making them dissatisfied with their 
accustomed ways of living. Marshall believed that through education each 
stratum of skilled or semiskilled workers might be raised to a higher level of 
productive efficiency. 

Looking backward for about a century now, one can only wish that, following 
the ravages and desolation of the Civil War, the South might have started a 


1 John Stuart Mill, Principles of Political Economy (Ashley Ed.), p. 380. 
2 Ibid., p. 381. 


3 Alfred Marshall, Principles of Economics (8th ed.), pp. 216 and 716-718. 
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great crusade for universal education. Without criticism it may be said that the 
one hope of rapid economic recovery for the South lay in the development of the 
latent skill and talent of the people themselves. Through the cumulative and 
multiplying benefits of education all forms of labor might have been brought to a 
higher degree of productivity, while greater diversification and a more evenly 
balanced structure in industry might have emerged more rapidly. The products 
of the South’s labor supply might then have been exchanged more advanta- 
geously in the national and international markets. 

Under the mode of civilization that prevailed in the earlier history of the 
South it was impossible to make a sudden readjustment in its economy. The 
South had remained for a long period in the status of an agricultural and colonial 
region. It had its own hallmark of glory and its own manifest destiny in the 
development of the nation, but on a comparative basis its economic growth has 
been retarded. Had it been possible to utilize more fully the potential capacities 
and skills of the population, there might have followed a larger per capita income 
and a higher standard of living. One can but conjecture now what the result 
would have been if a profound movement toward universal education, including 
vocational training, had been sustained over the decades following the Civil War. 

The theme of this paper is that of Mill and Marshall. The development of 
any country or region in economic power rests fundamentally on the education 
of the population. The people must be made aware of the conditions and cir- 
cumstances of their environment. The aptitudes and faculties must be sharp- 
ened in order that the population may become more alert to opportunities for 
advancement, may exercise initiative, and may be spurred by a desire for more 
of the necessities and comforts of life. Skill must take the place of gross man- 
power and common labor must be replaced by uncommon labor. 


II 


Before considering the subject of education as such, we may note briefly the 
past and present in the economic structure of the South. In a paper read before 
this association at its first meeting in 1928, Dean R. P. Brooks found that, on the 
basis of a long-time view and a general appraisal, the South occupied at that 
time “about the same relative position to the United States as a whole as it did 
in 1860.’ Although there was gratifying development in manufacturing 
between 1860 and 1928, a similar growth had occurred in other parts of the 
nation. It is true that the South had made a small gain in the race, while in 
absolute figures the gain was quite impressive. 

From 1900 to 1925 the ratio of total population held by the South declined 
irom 36.9 to 33.8 per cent. These percentages apply to the 16 states often 
classified as southern. During this period the value of products in manufactur- 


4 The Industrial South, p.16. As treated by Dean Brooks the South comprised 16 states 
from Maryland to Texas and Missouri. Many agencies still include Kentucky, Maryland, 
and Missouri as part of the South, e.g., the Manufacturers’ Record, the Southern States 
Industrial Council. The plan followed by the Bureau of the Census, however, includes in 
the South the 13 states from Virginia to Texas, omitting Kentucky, Maryland, and Missouri. 
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increased from less than $2,000,000,000 to more than  $10,000,000,000, 
while wage payments in manufacturing industries expanded by more than four 
times the amount of such payments in 1900. Also there was a rise in the number 
of persons engaged in manufacturing by more than 100 per cent. 

Dean Brooks reached the following conchisions in his important study of the 
industrial South in 1928: (1) that the southern states were at that time in the 
midst of an industrial revolution; (2) that southern agriculture was likewise 
passing through profound revolutionary changes; (3) that in consequence of a 
marked rise in wealth and income far greater sums would become available for 
social betterment; (4) that the South might perhaps look forward to a better 
balanced economic system with the increasing urbanisation that would in- 
evitably occur. 

In 1929 a writer found that the 13 southern states cinbidaai slightly less than 
one-third of all the land in farms, but had only a little more than one-fifth of the 
value of all farm property. The production per farm and per farm family was 
found to be relatively low. Great improvements were noted in the breeding of 
livestock, farm machinery, fertilization of land, and farm management. A 
striking fact was the organization of a million farmers into cooperative enter- 
prises. The amount of tenancy and credit farming-that still prevailed in certain 
_areas of the South was regarded as paradoxical.® 

The expansion in industry experienced by: the South in the twenties was re- 
_ tarded but not extinguished during the depression of the thirties. The de- 
ficiencies of the South, both economic and ‘social, however, were thrown into 
sharp focus in the Report on Economic Conditions of the South, prepared for 
President Roosevelt by the National Emergency Council in 1938. In a letter 
to members of the conference Mr. Roosevelt ‘made his famous statement: “It 
is my conviction that the South presents right now the Nation’s No. Oneeconomic 
problem. The Nation’s problem, not merely the South’s. For we have an 
economic unbalance in the Nation as a whole, due to this very condition of the 
South.” He declared that the existing unbalance could and. must be righted. 

The 13 southern states had a population in 1937 of more than 36 million per- 
sons, a larger percentage being derived from early American stock than that of 
any other region in the United States. It was pointed out in the report that the 
South has been richly endowed also with physical resources, including soil, 
climate, water power, oil, minerals,-and fisheries. Yet in spite of its wealth of 
population and natural resources the South was found to be poor in the “machin- 
ery for converting this wealth to the uses of its people.” Its tangible assets 
were equal in 1937 to only 16 per cent of the nation’s total and its people as a 
whole were the “poorest in the country.” 

It will be recalled that the report was a sort of balance sheet of the assets and 
liabilities of the South. For example, on the one hand there is a rapidly growing 
population, while on the other migration has deprived the South of many of its 
ablest people. Of the eminent scientists born in the South, nearly half are 


° Bradford Knapp in Bulletin of the University of Georgia, Nov. 1929, pp. 145-146. 
U.S. Gov. Printing Office, 1938. 
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living in other areas. People of talent have been compelled to move elsewhere in 
order to find an outlet for their creative abilities. 

In 1937 the average per capita income in the South was $314, as compared with 
$604 or almost twice as much in the rest of the nation. Thus it would appear 
that little relative progress in per capita income was made in the period from 1920 
to 1937. In referring to the income status of 10 southern states in 1919, 1920, 
and 1921, Professor Heer wrote that the average per capita income was “less 
than half as great as the average income received by residents of other sections 
of the United States.”” Numerous other disadvantages which made unpleasant 
reading were given in the Report of the President’s Committee of 1938. In- 
dustrial wages were the lowest in the country, the per capita income from interest 
and dividends amounted to one-fourth of that for the rest of the nation and 
federal income tax collections in 1934 were less than 12 per cent of total col- 
lections. “Needless to say, expenditures for education, health, public welfare, and 
other public’ services suffered badly in comparison with those of other areas. 


iil 


Has the-South gained in relative economic importance in the past decade and 
more especially during World War II? An attempt has been made to throw some 
light on this question in a current number of the Monthly Labor Review of the 
Bureau of Labor Statistics.* The issue contains a statistical analysis of the 
status of labor in 13 southern states. This region contains 843,812 square miles 
of territory and had a population in July 1945 estimated at 37,624,000. While 
the South Jias always been an exporter of raw and semifinished products, indus- 
trialization has increased significantly. It is noteworthy that there were 
1,362,027 wage earners employed in manufacturing in 1939 and that the number 
increased sharply during the war. Some gain has been made also in enterprises 
in which the South has been notably weak, for example, in branches of the iron 
and steel industry. 

The lack of a balanced economy between agriculture and industry is still 
reflected in the lower income of the southern states. In 1929 the per capita 
income in the South was 55 per cent of the national average; in 1945 it was 69 
per cent or a gain of 14 per cent in 16 years. This gain in relative income posi- 
tion must be attributed in part to the war since it arose in considerable measure 
from the location of military installations and war manufacturing industries in 
the South from 1941 to 1945. 

The actual per capita income in the South in 1945 was $797, as compared with 
the national average of $1,150. The distribution varied from a low of $556 in 
Missippi to a high of $996 in Florida. It is a notable fact that the low average 
income in Mississippi has risen from 33 per cent of the national average in 1933 
to 48 per cent in 1945... The average for all states outside the South was $1,290. 
Perhaps the gain in relative position in per capita income made by the South 
may be indicated by the fact that while the national average exactly doubled 


7 Clarence Heer, Income and Wages in the South, p. 9. 
8 ‘Labor in the South,’’ Monthly Labor Review, Oct. 1946, pp. 481-586. 
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between 1940 and 1945, that of the South rose by 134.4 per cent. The average 
annual wages of workers covered by unemployment compensation laws in the 
southern states moved upward from $1,016 in 1939 to $1,798 in 1944. This 
represents an increase of 77 per cent and may be compared with 69 per cent for 
the entire country. Average annual earnings in different industries in 1944 
ranged from $1,275 in service to $2,371 in contract construction industries. 

Temporarily at least agriculture in the southern states has been placed on a 
“somewhat better economic basis.’”’ As a result of a considerable migration of 
the farm population during the war, the status of the individual farmer and 
farm worker has been improved. One-half of the farm population in the United 
States resides in the South, yet this 50 per cent received less than one-third of 
total agricultural income. The greater dependence of the South upon agri- 
culture is shown by the “considerably higher proportion of agricultural income 
to total income payments than in the rest of the country.” In 1945 the propor- 
tion of farm income payments in the South was 16.2 per cent as compared with 
8.4 per cent in the other states.° 

From the statistical evidence presented above we may conclude that the 13 
southern states have made definite progress, on the basis of absolute figures, to- 
ward industrialization and a more evenly balanced economy. On a relative 
basis also there has been some gain through the growth of manufacturing en- 
terprises during the war years. The statement made in 1928 that the South 
occupied about the same relative position to the United States as a whole as it did 
in 1860 would undoubtedly have less validity today. It may be argued that 
from the foothold thus established it will be easier to advance in the future and 
that more rapid progress in manufacturing, trade, and finance may be expected. 
There are many who would assert that the South is at last remaking its economic 
structure and that within a short time the differential in per capita income be- 
tween the South and the remainder of the country will be wiped out. 

These arguments are plausible, but it must not be forgotten that industrial 
expansion in other regions has been accelerated as a result of the war. Keen 
rivalry may be expected to continue in those areas now holding a preponderance 
of manufacturing industries. They will doubless make every effort not only to 
hold the industries which they now have, but also to expand their present 
structure. The South must not only march pari passu with other sections, but it 
must have a relatively greater expansion in order to close the gap in average per 
capita income. 

This goal presents a formidable but not insurmountable problem. Dean 
Robert D. Calkins of the School of Business of Columbia University, has sum- 
marized the postwar economic position of the South with great effectiveness. 
He writes: 


The problem of raising the standard of living in the South is one of raising 
the productivity of all the people in all their activities. To be sure, this calls 
for better education throughout, but it depends absolutely on providing more 


® Ibid., pp. 509-510. 
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capital facilities per worker, more power per worker, the best equipment avail- 
able, the best direction and management possible, and the most enterprising 
and effective methods . . . The South is living on the edge of a rapidly changing 
and advancing economy in the North and its Colonial status may become worse, 
rather than better, unless it outstrips the development elsewhere.” 


We are thus brought to the question of ways and means of economic improve- 
ment in the South and, more specifically, to the place of education in its economic 
structure. Is education the open sesame to a higher economic level for the 
South’s population? Will a great educational renaissance lift the productive 
capacity sufficiently to overcome the wide gap in wealth and income that now 
prevails? Certainly it seems desirable to have an optimum utilization of human 
and natural resources in the southern states. Is it not apparent that we have 
fallen far short of the maximum development of the human potential, even when 
considered entirely from an economic point of view? By a priori reasoning one 
must conclude that the lower productive power of the South lies in its failure to 
develop adequately the skills and talents of the people. 

The question may be asked whether education is a casual factor in high 
productivity of a people or whether it is a result of high productivity? Are we 
to assume that these factors are simply interrelated and that there is no quid 
pro quo between education and a country’s productive power? The empirical 
evidence points unmistakably to the superior productive power of countries 
whose populations are highly trained and educated. Dr. Harold F. Clark of 
Columbia University has pointed out the high degree of correlation between the 
level of education and the economic well-being of the people in various countries. 
Denmark, Norway, and Switzerland are countries which are poor in natural 
resources but which rank high in education and technical knowledge. Their 
people enjoy a relatively high income. On the other hand, Mexico, Brazil, and 
Rumania are countries with large natural resources but in each instance the 
people are poor in education and technical training. These countries havea 
low standard of living." 

What is the standing of the 13 southern states in all forms ofeducation? 
President Bradford Knapp in 1929 recounted the progress of the southern states 
in public school education over the previous 30 years. He referred to the im- 
provement in longer school terms, better buildings, better teachers, and a 
campaign for the eradication of illiteracy. The South as a whole, he said, “is 
able to hold up her head with the rest of the United States and boast of her 
educational opportunities.’”” 

While much progress has been made in public education, unfortunately it has 
not been nearly enough. In his recent study Professor Rupert P. Vance con- 
cludes tnat ‘over a range of 70 years educational conditions have steadily im- 


10 In letter to writer, Oct. 11, 1946. 


1 Education Steps Up Living Standards, Chamber of Commerce of the United States 
(1945), pp. 4-138. 
12 Supra, p. 141. 
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proved in the Southeast, cutting down the gap between the region and the 
Nation.”“ He points out that from 1871 to 1938 total national expenditures 
for education increased some thirty-five fold, while in the Southeast expenditures 
increased more than sixty fold. In 1871 expenditures per pupil enrolled in the 
Southeast equalled $4, or one-half the national average. Today the ratio is 
$40 to $86, or slightly less than one-half. In the period from 1880 to 1938 total 
salaries paid to public school teachers had a twenty-two fold increase, while in 
the Southeast the increase was thirty-one times. The average annual salary of 
teachers in the Southeast stood in 1880 at 54.3 per cent of the national average; 
in 1938 it was only 50.4 per cent. And so Professor Vance is impelled to say 
that ‘in terms of comparative educational advance, it has required hard running 
for the Southeast to stand still. To catch up with national standards may de- 
mand a greater burst of speed than the region can muster.’ 

It is clear that the South has a high educational need and relatively low 
financial ability. In order to provide services equal to those in other areas, a 
larger percentage of income in the southern states must be spent on all types of 
education. Have the people of our nation stopped to consider that the wealthier 
states having superior school systems spend the smallest proportion of their 
taxes on schools, while in contrast the South with poorer schools has a much 
higher proportion of expenditures from taxes? In a study made by Mort and 
Lawler in 1939, it was found that if a uniform minimum amount were expended 
to give all children of school age in the nation an adequate educational op- 
portunity, over half of the federal aid required for such a plan would go to the 
Southeast. 

Several studies have been made in an effort to show the true ranking of the 
various states educationally. From the objective data available, nearly all 
these tests place the states of the South at the low end of the scale, not only in 
elementary and secondary schools but also in higher education. The southern 
states make a poor showing in the percentage of persons enrolled in elementary 
and secondary schools, in the expenditure per pupil in average daily attendance, 
in the average annual salaries of teachers, supervisors, and principals, and in the 
number between the ages of 14 and 17 (enrolled in public high schools). They 
stand unfavorably also when measured by such factors as the value of school 
property and length of school term. All in all, one must conclude that the 
serious inequalities in educational opportunity in the South today are closely 
tied in with its economic structure, that is, with its per capita wealth and income, 
its predominately agricultural status, its abortive dependence in some areas on a 
single crop or industry, its relatively high birth rates, migration, and other 
factors. 

It is unnecessary here to undertake a detailed analysis of educational statistics 
to show the ranking of individual southern states. A few examples will suffice. 
In 1939-40 the lowest state, Mississippi, spent only $24 per pupil enrolled, or 


13 All These People, p. 413. 
4 Tbid., p. 417. 
16 Thid., pp. 480-431. 
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less than one-fifth of the $135 spent in New York State. It was also less than 
one-third of the national average. With the exception of West Virginia, the 
13 lowest states in per pupil expenditure were in the South. A similar wide 
range exists in the average yearly salaries of teachers. The average salary in 
Mississippi was $559 in 1939-40, as compared with $2,604 in New York. Eight 
of the 12 lowest states were in the Southeast. The per pupil value of school 
property is not per se an accurate measure of educational worth, but it is in- 
dicative of inequalities in educational opportunity. The value of public school 
property in 1939-40 varied from $80 per pupil enrolled in Tennessee to $526 in 
New York The 12 lowest states in this respect are in the Southeast. In the 


South also are most of the states which have lowest rank in the length of school 


¥ 


Doubtless it will be said that the relative standing of the states for 1939-40 
may have been substantially altered today as a result of the war. On an 
absolute basis there has been a marked advance on several counts, but there is 
little reason to think that our southern states have changed their composite 
ranking in our educational hierarchy. Virginia affords an example of increased 
expenditures which the states have made for schools since the beginning of the 
war. In 1941-42 total state and local expenditures in Virginia, excluding capital 
outlay and debt service, amounted to $55.13 per pupil in average daily at- 
tendance. This outlay has risen to more than $90 in the present school year. 
A special commission on education made the following appraisal of Virginia’s 
position. ‘That Virginia still has a long way to go in attaining a truly efficient 
public school system is indicated by the educational levels of her adult population 
as a whole.”!” Professor Richard A. Meade recently concluded that ‘Virginia 
still has to exert a superlative financial effort if she expects to raise her position 
among the states.’’!® 

We may reason by inference that if Virginia is confronted with a formidable 
task in lifting her place in the educational scale, other states are likewise faced 
with a difficult problem. If it is the goal of the southern states to rise to the 
national average, it is clear that so long as inequalities of position remain, the 
southern states must surpass a number of states in other parts of the country. 
Even with extraordinary effort it will not be easy to march beyond those states 
which have gained a decided economic advantage. 

Thomas C. Boushall, president of the Bank of Virginia and chairman of the 
Committee on Education of the United States Chamber of Commerce, has given 
a unique picture of the educational deficiencies of the South. He says: ‘Each 
set of statistics reflected the tragic position of every Southern State—lowest in 
per capita income; lowest in the number of citizens who had completed college; 

16 See Federal Aid for Education, Bulletin of the National Educational Association, 
June 1942, pp. 10-14. 


17 Report of the Virginia Education Commission, Commonwealth of Virginia, 1944, p. 11. 
18 News Letter, University of Virginia, Oct. 15, 1946. 
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lowest in the number of telephones in use; lowest in the number of those who had 
finished high school; lowest in per capita retail sales; lowest in number who had 
attended high school; highest in draft rejections for the Army and Navy service; 
highest in number who had never even finished the seventh grade.” Mr. 
Boushall states further that, “the highest rejection for mental deficiency among 
negroes in the Northern States was far below the best record for white mental 
deficiency in any Southern State.’’!® 

The rate of incidence of mental and educational deficiency per 100 registrants 


examined from April 1942 to March 1943 for the 13 southern states was as fol- 
lows:?° 


Alabama 2 


Another problem related to education which has been accentuated during the 
war years is that of migration. The South has long suffered from the loss of its 
most talented and best educated men and women. A large segment of business 

_ leaders, scientists, writers, educators and skilled workers leave the South because 
of better opportunities elsewhere. During the depression of the thirties the net 
migration from the 13 southern states was only 100,000 a year, but during the 
war period it reached the unprecedented figure of 300,000. The obvious reason 
was the concentration of war contracts in the industrial areas of the North and 
West. About 1,600,000 persons migrated from the South between Pearl Harbor. 
and March 1945, 1,000,000 of whom went to the North and 600,000 to the West. 
The South in return received 600,000 persons from the North and 100,000 from 
the West, making a net loss of 900,000. Unfortunately the South is losing its 
better educated and more experienced workers. Since the war does not appear 
to have fundamentally altered the “geographic distribution of employment 
opportunities,” it is predicted that there will continue to be a net outward move- 
ment of the population.” 

Differences in economic ability are the main reason for the low place in edu- 
cation held by the South. A factor related to this is the large number of children 
to be educated. This of course is based on the high birth rate as compared with 
that of other regions. Furthermore, in most southern states the effort made to 
provide education exceeds that of states possessed of greater financial power. 


19 Light for the South, 1946. 
20 Tbid., pp. 4-5. 
21‘*Labor in the South,’’ Monthly Labor Review, Oct. 1946, pp. 484-489. 
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It is a startling if not surprising fact that “states making relatively great effort 
tend, in general, to have less financial ability and to spend less money per pupil 
than do those making relatively little effort.” This might be translated to 
mean that the states with poor school systems are bearing heavier tax burdens 
for education than are the states which have superior schools. Mississippi, 
South Carolina, Alabama, Louisana, Georgia, and other southern states rank 
high in effort, but low in financial ability. The conclusion is inescapable that 
‘no mere equalization of effort among the states will enable them to offer 
equal educational opportunities.” 

In his discussion of the economics of education, Professor Vance finds that, 
relatively, educational need in the Southeast is 2.45 times as great as financial 
ability. He writes that “in all the Southeastern States except Virginia and 
Florida, need exceeds ability by more than two to one.”” The need in Mis- 


sissippi is found to be 4.24 times that of ability, whereas in Delaware it is only 
one-third of ability. 


VI 


What conclusions may be logically developed from the foregoing inquiry? 
The first, which overshadows all else, is that the South must have now and in the 
future a great educational renaissance. If its current standing is to be lifted, 
there must be a concerted drive on all possible fronts in education. Although 
the effort of the southern states now soars above the national average, a far 
greater effort is imperative if a gain in relative position is desired. We need not 
fall into a vicious circle of argument on the relationship of cause and effect be- 
tween low per capita income and low educational status. Neither will rise 
independently of the other. Neither can be raised without greater exertion, 
greater sacrifice, greater expenditure in time, effort, and money. A great fervor 
to raise the levels of education all along the line has got to be instilled in the people 
in both races and in every walk of life if we expect the South to forge ahead of 
other states. There are many imponderables to be reckoned with in a great 
movement of this sort. We can say with Mill that to be effective, education 
must make the people alert to and aware of their situation and must instill a 
growing zeal for new living standards. 

Under the renaissance more emphasis should be placed on vocational, tech- 
nological and scientific education. This is particularly necessary in the present 
stage of industrial advancement in the South. It is not that we need cultural 
education less, but that we need specialized training more. The war demon- 
strated the vital need for men and women who possess all types of mechanical 
skills and who have knowledge of engineering and the sciences. 

In a study currently made by the Virginia State Chamber of Commerce, it is 
shown that Virginia is not meeting its replacement needs in skilled trades, com- 
merce, and agriculture. In 1945, 64,375 high school students were enrolled in 
regular school vocational courses in Virginia, as against approximately 1,000,000 
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persons gainfully employed. Even if a growing population and the expansion 
of industry be left out of the count, the state is not training nearly enough young 
people to fill the need in skilled work. It was concluded in the report that 80 
per cent of the youth in Virginia between the ages of 14 and 17 could profit by 
vocational training. The present enrollment, however, reaches only 36 per cent 
of the potential.” 

Objection has been made to the intensive application of trade and industrial 
training programs in the lower age levels of children on the ground that they 
become prepared too early for a specific occupation. They are forced to choose 
a trade or profession before reaching maturity and without sufficient training in 
basic subjects. One may agree that we should not require children to make an 
irrevocable choice at a premature age, as has been the practice in some European 
countries. It may be true that pupils 14 or 15 years of age “should be enrolled 
for vocational education only in introductory courses of an explanatory type.’ 
Perhaps it is correct to say that intensive preparatory training can best be given 
just prior to entrance to an occupation. Nevertheless there is a clarion call for 
more people in the South who are “mechanically minded.” 

The South is extremely deficient in the metal industries. It has too few 
machinists, mechanics, and machine tool workers. The number of patents 
granted to Southerners is negligible in comparison with those in other states. 
The South has been far behind also in its investment in scientific and industrial 
research. Surely well-planned research will yield a return many times the cost 
of such a program. Professor H. H. Chapman recently observed that one of the 
important effects of the war experience in the South is “the awakened appreci- 
ation of the value of specialized knowledge.’’> He speaks hopefully of the estab- 
lishment and growth of such an organization as the Southern Research Institute. 

The states of the South should make a relentless attack on illiteracy. This 
can be done through an intensive effort to maintain classes for adults and 
to popularize the desire to attend such classes. Education is a continuous 
process and there should be opportunities for the exploration of new fields for the 
adult population. In addition to organized classes there should be special study 
groups, forums, current events classes, consultation services, and adult guidance. 
Another aspect of education that has been badly neglected is that of health and 
physical and mental fitness. There is now an appalling waste of human energy 
and efficiency in production because of the indifference to, and lack of under- 
standing of, the simple principles of hygiene and care of the physical being. 
Health education should be a continuous process from childhood to old age. 
Encouragement should be given to organized groups which are sponsoring their 
own programs of education. An important movement of this nature is the 
American Workers’ Education Service provided in some state universities. A 
program of voluntary classes for workers is being maintained at the University 
of Kentucky by certain labor organizations of that state. 


23 See Richmond News Leader, Dec. 3, 1946, p. 3. 


24 See Report of the Advisory Committee on Education to President Roosevelt, p. 79. 
25 University of Alabama Business News, Aug. 1946. 
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Finally there is the question of whether the federal government should sub- 
sidize public education on some basis of need. Strong arguments are offered both 
for and against federal assistance, the main objection being that government 
aid would result in federal control over a state and local function. On the other 
side, it is logical to argue that other regions of the country have long benefited 
from the South’s disadvantageous economic position. The rate of exchange be- 
tween the raw products of the South and the manufactured goods of the North 
has been weighted against the southern worker and producer. At best many 
years will be required to remove this disadvantage in the exchange of goods and 


services. Would there not be a great gain in national welfare if the “economic 
unbalance” could be righted as quickly as possible? 
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The publishing house of A. Francke, Berne, Switzerland, supplied this Journal 
with some samples of economic literature published by it during recent years. 
The titles of the books under review disclose a great variety of subjects and 
purposes. There are treatises introducing elementary terms, problems, and 
doctrines of economics, a history of economic theory, and a useful type of text- 
book on rural economics. Another group consists of monographs on different 
topics, such as the social-economic nature of the middle class, the origin of money, 
and questions of such actual importance as the wage problem or the cyclical 
features of consumption and employment. Finally, several publications cover 
certain aspects of international economic relations and their monetary pre- 
requisites or describe the administrative organization aimed to facilitate inter- 
national intercourse. 

Such activity indicates the intensity of work done by Switzerland’s academic 
institutions and the expansion of their scientific setup. It shows furthermore 
that the traditional cooperation in the field of research still thrives in the at- 
mosphere of democratic freedom which attracts collaborators from many 
countries. The most significant fact, however, seems to be that Switzerland ap- 
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parently took over some of the cultural functions Germany had relinquished 
on her way to decay and destruction. Books enjoying so high a reputation as 
Ammon’s introduction to economic thought and Salin’s History, which were 
formerly issued by German publishers, found as new or revised editions a shelter 
across the border. 

In contrast to his earlier Objects and Fundamental Concepts of Economic Theory, 
Ammon’s presentation of principal topics of ‘national’ economy is not ex- 
clusively concerned with theory, but is also determined by practical aims and in 
part motivated by practical policy. This teleological approach rests on a 
methodology which must be clearly separated from the logical foundation of pure 
theory. Lack of this discrimination is, in the author’s opinion, primarily re- 
sponsible for the confusion of definitions and problems manifested in essential 
sections of textbooks and encyclopedic analysis. The main effort of his book 
is therefore concentrated on the clarification of terminology, the general problems 
of “national” economy, and its basic connection with the specific processes of 
an “exchange economy.” Ammon once more challenges opposing arguments 
and in a concluding section enters into controversy with particular writers. 
The fact that he did not arouse the desired response may have resulted from his 
attempt to combine two purposes, instruction and investigation, which are not 
achieved on the same level. 

Boehler primarily follows pedagogic aims. He wants people to be trained 
for the understanding of an economic world. The realities of this world ought 
to be conceived, not as established facts, which occur in accordance with a 
presupposed formal scheme, but as the outcome of ever changingforces. To rec- 
ognize and appraise the effects of this process, knowledge about the elements of 
economics must first be secured. For a democratic community it is indispensable 
that this knowledge be imparted to groups participating in decisions on eco- 
nomic and social questions. In turn the idea of a ‘national’ economy is in- 
fluenced by this practical need. Thus a theoretical pattern has been formed 
that shows how, within the framework of a money economy, economic activities 
are induced through the organization of individual units; and also how the eco- 
nomic process is sustained in a typical sequence of phases. The dynamic char- 
acter of this economy involves frictions and disturbances as passing events to a 
new state of balance. Such a concept drawn from observed phenomena does 
not possess historical reality, but is a device for the interpretation of economic 
reality appearing in actual data and conditions. 

The book recognizes the limitations of certain theoretical constructions; it 
is substantial and shows knowledge of the writings of Anglo-American literature. 
It holds the middle road recommended for textbooks: its matter is neither too 
complicated nor oversimplified. 

When Salin’s contribution to the history of economic theory, distinguished by 
a rare union of philosophical and historical erudition, appeared first in aconcise 
form in 1923, it soon acquired a firm reputation. Since then the range of the 
study has been widened and its content deepened, until the volume, now in its 
third edition, has grown to respectable size. With the exception of Russian 
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writings, the well-selected European and American material which is covered 
was collected at the source. The great lines in the evolution of economic thought 
are drawn with penetrating analysis of objects, systems, and methods. This 
effort is associated with a strong desire for original expression. The discussion 
is conducted in an impulsive, sometimes even unusually lofty and persuasive 
language, full of passion, but without prejudice. Although characteristics of 
this kind increase the difficulties of translation, it would be worth while in order 
to make the book more accessible to American readers. 

The existence of economics as an independent science is preceded by the “‘pre- 
historic” periods of antiquity and Catholic medieval Europe. The one is deter- 
mined by its individualistic attitude towards economics, the other by religious 
motives and moral considerations. The era of scientific development is divided 
into the three phases of economics—as political science (mercantilism), systematic 
science (physiocracy and classicism) and evolutionary science (socialism and 
the historical school). Representatives of more recent times are introduced as 
“successors” and “precursors.” Some of the personalities (Schmoller, Max 
Weber, Sombart) are portrayed with great skill. However, it is not appropriate 
to compare the works of Knapp or Simmel—the latter incidentally did not 
write as an economist—with the character of Adam Mueller’s writings. The 
authors of totalitarian pseudo-science who also deserved critical review do not 
walk in this procession. 

It is a particular merit of Salin’s book that, besides and beyond the historical 
school which for many years dominated in Germany, light is thrown on other 
methodological approaches whose arrival and growing significance are also 
examined under the aspect of advancing ideas. The deficiencies of merely 
empirical treatment of economic events become even more evident under such 
comparative criticism. But also the insufficiency of complete elimination of 
factual substance and the restricted function of mathematical application mani- 
fest themselves. In an appendix Salin debates his own methodological approach, 
denounces the inadequate use of certain formal terms, and advocates a combi- 
nation of perceptive (“‘anschauliche’”’) and rational methods. He regards his 
study, which detects roots and relations in the progress of ideas, as but a first 
beginning in this direction. 

In another field Oscar Howald presents a textbook of equally high standing. 
In supporting the cause of farming he maintains the notable tradition of his 
teacher, Ernst Laur. The need for a compendium on agrarian policy was partic- 
ularly urgent because familiar German surveys of this kind ceased to be avail- 
able under the regime of National Socialism and were in many respects 
antiquated. The striking quality of this publication is its personal and regional 
flavor: it is specifically Swiss in the best sense of the word. It reflects not only 
the solid knowledge of an expert but also the profound devotion of a citizen to 
the ideal of the agricultural structure on which the social and political life of 
Switzerland rests. The background of farm units of predominantly small size 
which is typical for Switzerland and some other European countries differs 
widely from conditions to which American literature is bound to refer. The 
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situation in the rural section on which the food supply of the Swiss national 
economy depends had to be rechecked and the appropriate means of agricultural 
policy reviewed because of the agrarian crisis between the two world wars and 
the supply difficulties of the Second World War. The book undertakes for the 
first time such an up-to-date investigation, starting from the principles of agri- 
cultural production and organization and discriminating between the conditions 
of self-sufficiency and market supply. Problems with which monetary policy 
is confronted are examined in a very inclusive manner. Among illustrative 
materials one finds many comparisons with the United States. Based on sound 
reasoning the book provides good reading. 

Marbach’s theoretical study on the middle class partly clears new ground as 
far as German academic writing is concerned. Perhaps because all his efforts 
were laboriously spent in this direction, the form in which the subject is offered 
had to suffer. It is somewhat artificial and not very animated. 

After the preliminaries of procedure have been decided, the specific economic 
functions of middle class groups in the areas of production and trade are 
scrutinized, including people employed by and dependent on them. The 
middle class qualification is also applied to public officials and free professions. 
One of the main objectives of the analysis was to determine the lines in our 
society that separate territory occupied by the middle class and the capitalist 
group on the one side and the proletarian group on the other. In this way the 
independent position of the middle class becomes apparent. The study, which 
resorts in its constructive elements predominantly to ideas contained in Thomist 
and Marxian philosophy, comes to the conclusion that the economic activities 
carried out by the middle class are indispensable and therefore necessitate the 
permanent existence of this group in the order of Western society. Though 
individual members within the group may be endangered and eliminated, new 
opportunities arise for others, indicating the survival of the group as such. Since 
the disappearance of the middle class would create a critical vacuum, middle 
class policy in its various devices is an integral part of economic and social 
policy. 

Rudolf Kaulla always displayed a keen interest in monetary topics. The 
essays assembled in the recent small volume appear as “contributions to the 
history of the origin of money.” They are presented in an unpretentious 
manner. However, his statements objecting to the establishment of money as 
a product of deliberate “invention,” explaining metallic forms as the earliest 
types of money, and stressing the influence of noneconomic factors on the choice 
of certain monetary commodities, have been discussed and exemplified many 
times before in a more thorough way. 

Ammon’s monograph on the wage problem was originally written more than 
15 yearsago. It was one in a series of short studies dealing with economic topics 
which then were the object of ardent controversy in Germany. The actual 
purpose of his contribution was disclosed in the subtitle, “Dangers of Wage 
Increases.’ This was in the days when Europe could anticipate the occurrence 
of the turning point which signalled the end of prosperity. During the expan- 


420 BOOK REVIEWS 


sion, wage movements tried to keep pace with rising prices, and beyond this 
aim to increase real wages. In support of this goal, trade unions set forth the 
point that apart from these immediate objectives a general raising of wages may 
stimulate productivity and national income. Lederer and a number of other 
economists participated in this debate and the lifting of the issue from an acci- 
dental case to a matter of principle justifies the return of the little book in a 
revised edition. 

Ammon proceeds with his habitual carefulness. Starting with the problem 
of income distribution and considerations as to the way in which shares of the 
national output impart adequate remuneration to labor, he follows the path of 
classical argumentation, shunning the modern German version of marginal pro- 
ductivity theory. The result is an optimistic outlook with regard to the proper 
size of individual wages and the total absolute wage income passed on to the 
labor group in accordance with the increasing productivity of labor. However, 
he points to the difficulties confronting a practical solution to the possible con- 
flict between the movements of wage rates and wage incomes, and he rejects 
the theory which advocates that rising wages should precede and induce greater 
productivity. In his opinion, this might bring about the opposite effect and 
lead to an enforced rationalization, which would exercise a pressure on the total 
wage income. 

The remaining two books on theoretical issues are concerned with topics of 
cyclical significance. Rakowski’s study on the controversy of “full employ- 
ment,” introduced as “critical investigation of doctrines,” betrays the familiar 
traits of a doctoral thesis. It provides, however, an opportunity to note the 
revival of a discussion that refers to the very character of economic fluctuations 
as cyclical phenomena. The discussion was instigated in Switzerland by Répke, 
whose views, heeded also in this country, were formerly close to Keynesian ideas. 
He revised his earlier position and now inclines to concepts of full employment 
for which Hayek is representative. Répke opposes “extravagant” theories of 
“eyclical mechanism’ and ‘mathematical abstraction” as being unable to take 
account of economic-human relations. He declines the use of monetary 
incentives and relies for the correction of the process of employment on 
structural adjustment which is secured under a system of economic liberalism. 
Only in the case of a ‘“‘secondary” depression should state intervention tem- 
porarily be permitted to make up for a chronic deficit of investment. This 
criticism dominates the expression of public opinion as to the desirability of 
state programs and planned investment in the postwar period. In conceding 
some major deficiencies in Keynes’ equilibrium scheme, Rakowski holds an 
intermediary position which practically allows state control in the area of cyclical 
policy, but demands that the methods of this policy take into account both 
functional and causal relations of economic changes. 

Eggenschwiler offers a mature work which poses the question of expanding 
consumption in connection with the suggestion of active promotion of mass 
consumption as a cyclical remedy. This proposal, based on the acceptance of a 
modified underconsumption theory, states that in a fundamentally free economic 
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society employment can most effectively be fostered by the creation of additional 
power to consume, a force that may serve to absorb unused surplus as well as 
increase the utilization of productive capacity. The notion implies that the 
corrected distribution of extended command over finished goods should go to 
lower income groups to guarantee a higher degree of spending and thus to mini- 
mize the disproportion between production of consumers’ and capital goods whose 
readjustment is reached but at the price of a depression. The determination of 
the methods which exercise the desired impulse on consumption appears in an 
appendix in the form of a disputation between different opinions. Again there is 
on the one side the group of economists who want to ward off an anticipated 
phase of postwar contraction through organization of public works. On the 
other side Eggenschwiler thinks that in accordance with his theoretical con- 
clusions any device is superior that attacks the objective of increasing con- 
suming power in a direct manner and he calls for this objective even if it requires 
international cooperation. 

What the rest of the books have in common is their international background. 
Among these books the study by Fiez, which deals with changes in the structure 
of world economy and the problem of international capital investments, together 
with Boehi’s attempt to clarify principles and methods concerning the establish- 
ment of proper foreign exchange rates deserves our interest. Schwenter’s 
doctoral dissertation on capital export and international movements of com- 
modities does not broaden the aspect nor further the analysis of a subject which 
keeps its unrelenting actuality. Under the author’s fingers the problem partly 
dissolves into a number of “‘cases.”” Rohner’s description of the administrative 
organization of economic agencies maintained by Switzerland in foreign countries 
may have some informative value, but it is devoid of fundamental issues. 

Fiez elaborates upon a theme to which he had previously given wider publicity 
in a series of articles in order to prepare certain decisions confronting Switzer- 
land especially with respect to her external monetary policy. These decisions 
are necessitated by experiences made during the interwar period and involve 
the future course the country has to choose in conformity with its specific eco- 
nomic character. The decomposition of currency systems and international 
monetary relations, the failure of various discriminatory devices, which ulti- 
mately corrupted the world markets, urges coordination and combined action, 
above all in the monetary field, as a prerequisite of national reconstruction and 
security, based on high standards of income and employment. This situation 
is demonstrated with particular reference to Switzerland, whose lack of self- 
sufficiency enforces the continuous flow of imports, sustained exports of industrial 
goods and capital, and the rejection of any form of isolation. In depicting the 
inherent ties that link Switzerland with foreign countries, the study follows the 
model worked out by Landmann and Kellenberger. But the United States is 
also included in this analysis. It is only consistent that Fiez adheres to the 
Bretton Woods charter, yet he recognizes that it is not up to Switzerland to 
claim a leading part in the establishment of such plans. His approval pre- 
supposes the practicability of gold standard concepts and even advocates to 
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some extent the expediency of clearing systems. Switzerland has not under- 
taken any great monetary changes since 1936, nor has she joined the 
International Monetary Fund, but has concluded agreements with several 
European countries. More important, however, than the setup of an inter- 
national machinery as such seems to Fiez to be the voluntary cooperation of 
individual countries which inescapably grows from the knowledge of the inter- 
dependence of nations in a modern world. This is the main inference he makes. 
In view of this affirmative attitude it would not be worth while to point up minor 
dissensions. 

The Institute for Economic Research at the Federal Technical Institute in 
Zurich publishes the report which Mr. Boehi furnished to a federal commission 
employed with the investigation of business cycles. This connection accounts 
for the omission of bibliographical references; but the invisibility of the con- 
scientiously used scientific apparatus by no means affects the high standard of 
the volume, part of which is made up of comprehensive inquiries on conditions 
of economic equilibrium. The study demands the attention of a qualified reader. 
Its analysis concentrates on an issue that is requisite to the satisfactory perform- 
ance of the Bretton Woods scheme. Principles and methods determining 
the establishment of proper foreign exchange rates were generally one of the 
main deliberations in the literature preceding and accompanying the search for 
new forms of international monetary organization. Due to the efforts of Rag- 
nar Nurkse and a number of other writers working in the same direction, this 
foundation could be greatly solidified. 

The report intends first to examine the existence of external price equilibriums 
as a condition for the stability of foreign exchange rates. The second objective 
refers to the practical determination of price parities and the recognition of their 
failure. To pave the way for action in accordance with Switzerland’s economic 
character, Boehi strives to find a synthesis between traditional theories and 
modern concepts which place emphasis on cyclical changes in the productive 
volume of national economies and their reflection on employment. But his own 
assumptions taking exception to an alleged elasticity of trade and the pretended 
mechanism of price adjustments are also partly unreal. His neglect of the 
volume of active purchasing power among the factors which shape prices is another 
shortcoming in his analysis. 

The first case under which the influence of specific tendencies on price equilib- 
riums between various countries with a given productive structure appears is 
market uniformity. The following discrimination of price relations prevailing 
under conditions of production for international and national markets, which 
implies the significance of cost-price adjustments, relations of income levels, 
and relations of internal prices between countries of similar and different pro- 
ductive structure, poses a more complicated case, but it comes much closer to 
reality. To look at these internal data is of particular importance when an 
international organization for the control of foreign exchange rates has been 
established. In the analysis of effects arising from disturbances of international 
price ratios, prices both of cost factors and international and domestic finished 
goods and disparities of wage levels also play an essential part. 
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The practical application of these premises, which was put to test on the oc- 
casion of the depreciation of the Swiss franc in 1936, asks for certain technical 
decisions as to the construction of comparative indexes and the measurements 
of international price disparities. Also some factual statements, referring for 
instance to the elasticity of the Swiss balance of trade and the effect of the war 
on the competitive strength of the country, had to be collected. The postwar 
situation in other nations such as the United States has also been taken into 
account. Still, the final result is not sufficiently constructive. The problem 
as to what relative price conditions are necessary to restore the internal and 
external equilibrium in the immediate future demands a very concrete answer. 
Beyond that a definite position has to be taken as to the question whether 
Switzerland should enter the International Monetary Fund. Finally, a far- 
sighted consideration will not miss a thorough examination of economic con- 
ditions under which, in the long run, the establishment of proper foreign ex- 
change rates as one of the devices for a desired balanced world order would be 
possible. 

University of North Carolina Franz GUTMANN 


Elements of Economics. By Edmund Whittaker. New York: Longmans, Green 

& Co., 1946. Pp. 393. $8.50. 

The nature of this small volume is aptly described by the title. Professor 
Whittaker has written a textbook in economics designed for the one-semester 
course in principles and the result achieved is well adapted to the purpose in 
mind. In spite of its brevity, the book contains an unusual amount of good 
economics. Essential theories are stated clearly without unnecessary elab- 
oration. In general, the theory set forth follows conventional lines with few 
innovations. As Professor Whittaker states in the preface, the study and 
teaching of economics is not so much a matter of developing new principles as it 
is of ‘‘applying established principles to new situations.” One departure from 
the usual treatment is worthy of note. In the chapter on “Economic Systems,” 
controlled economy is contrasted with free enterprise or uncontrolled economy 
and the relative merits and demerits of each are discussed. The American 
economy is described as neither free enterprise in the broad sense of the word 
nor a controlled economy but rather as a mixture of both, a fact which is kept in 
mind throughout the remainder of the book. 

The subject of value and price is treated primarily with respect to market price. 
The analysis is made by means of the usual demand and supply schedules. De- 
mand schedules are analyzed not only from the viewpoint of diminishing utility, 
but also from that of consumer preferences. The discussion includes an especially 
good section on causes of changes in demand. 

Following the discussion on price, a chapter is inserted on the types of business 
enterprise, after which Professor Whittaker takes up the subject of production 
for profit. He emphasizes the fact that generally business is carried on for 
profit and that business enterprisers are usually interested in maximizing their 
profits. Exceptions to this principle are recognized, however, in a chapter on 
other incentives to production. Production for profit and the maximization of 
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profit must take into consideration the law of diminishing returns and propor- 
tionality in the combination of the factors of production, both of which are il- 
lustrated by examples. The point of maximum profit is found by comparing 
the marginal revenue with the marginal cost. The effects of price changes on 
the point of maximum profit are also illustrated. The operation of this principle 
is shown for pure competition, monopoly, and imperfect competition. After a 
chapter on price control, Professor Whittaker turns to distribution, which is 
treated in the usual manner. There are also chapters on money, banking, the 
price level, international trade, foreign exchange, government finance and the 
national income. Each chapter is followed by a summary, together with simple 
exercises and problems. 

Needless to say, in such a small volume many topics found in more extended 
treatises have been omitted. The selection of topics, however, has been well 
chosen. And while the treatment in most cases is brief, Professor Whittaker has 
the faculty of simplifying economic ideas and theories, condensing them into less 
than the usual length, and still making them clear. 

While in general the treatment of most topics is adequate, there are places in 
which it appears to be sketchy and the instructor who uses it as a text may want 
to fill in considerably. The entire treatment of the subject of value and price 
is based upon a short-run analysis. One wishes that Professor Whittaker had 
seen fit to include an analysis of the relationship of price to cost and the adjust- 
ment of supply to demand over the long run, together with a discussion of the 
dynamic forces which influence that adjustment. Also, a more extended dis- 
cussion of the nature of economics as a science and of the assumptions underlying 
it might seem desirable. 

Virginia Polytechnic Institute B. O. MILLER 


Principles of Economics. Revised edition. By Lewis A. Froman. Chicago: 

Richard D. Irwin, 1946. Pp. xi, 995. $5.00. 

This text of some’1,000 pages is quantitatively adapted to a course combining 
principles and problems. The arrangement of material is conventional. One 
may question the emphasis (211 pages) given to Part II prior to the treatment of 
value and price. In Part II, “The Organization of Business Enterprise,” the 
author goes beyond a skeleton description of the business framework and plunges 
the beginning student into “Corporate Reform Proposals,” “Significance of the 
National Labor Relations Act,” and ‘Basic Labor-Management Issues”—sub- 
jects which might more properly be treated subsequent to value and price. 

Market price determination is Marshallian in approach and there is a copious 
amount of graphic presentation, which represents a substantial effort to make 
more understandable pricing theory. ‘Prices under Other Market Conditions” 
is unusually realistic in treatment and reflects no small amount of reference to 
TNEC hearings. The “Monetary Standards” and ‘Central Banking” chapters 
appear to anticipate, if not borrow from, the content of more specialized courses. 

Aside from minor errors which may have been a result of hasty editing, this 
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text is well written and the factual material has an up-to-dateness which is to 
be welcomed in this early postwar period. 


Alabama Polytechnic Institute CHARLES P. ANSON 


Readings in the Theory of Income Distribution. Selected by a Committee of the 
American Economic Association, Philadelphia: Blakiston Co., 1946. Pp. 
xvi, 718. $4.25. 

This is the third in the series of volumes of republished articles on economics 
which the Blakiston Company has brought out under the auspices of the Ameri- 
can Economic Association. The two earlier volumes dealt, respectively, with the 
social control of industry and business cycle theory ; the fourth will treat of inter- 
national economic theory and policy. Editorial responsibility for the present 
volume was shared by Professors William Fellner and Bernard F. Haley, who 
served as cochairmen of the selection committee of the American Economic 
Association; they were assisted by Mr. Frank E. Norton, Jr. The editors con- 
sulted about 30 professional economists with an interest in the theory of distri- 
bution and obtained from them suggestions as to articles and essays for inclusion 
in this volume. These suggestions, together with those of the editors, were 
then submitted to the same economists for appraisal, and from this list the final 
selection of items was chosen. 

This volume is intended, as are the two preceding volumes, for senior and 
graduate university students; it therefore meets a real need as any one can 
testify who must assign many individual and scattered articles to advanced stu- 
dents of economic theory. This volume will prove of convenience and interest 
also to professional economists who wish to keep abreast of developments in the 
theory of distribution. 

A review of this volume may assume one of two forms. It may constitute an 
essay on the present state of the theory of distribution. Or it may indicate the 
nature of the contents of the volume. Because of limitations of space and time 
this review assumes the latter form. 

The introductory section includes an article on national income by Kuznets, 
another on national product and income statistics, one on distribution theory, 
and one on personal income distribution. 

The second section consists of articles on the law of variable proportions, on 
production and distribution in the short run, on the implication of monopolistic 
competition for the productivity theory of distribution, and on marginal pro- 
ductivity, together with treatments of inventions, innovations, and the effect 
of monopoly upon distribution. Presumably no article dealing with production 
functions in general was available. Presumably, too, more general treatments 
were considered preferable to one of Douglas’s article for the purposes of this 
work. 

The section on wages includes Robertson’s “Wage Grumbles,’”’ Robbins’s 
essay ‘‘on the elasticity of demand for income in terms of effort,” articles on ex- 
ploitation, discounted marginal productivity and trade union wage policies, and 
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several discussions of the interrelations of real and money wages, costs, prices, 
and policies. The editors could find no satisfactory treatment of labor supply 
or, for that matter, of factor supply. Therefore, since a rounded theory of 
factor pricing presupposes a satisfactory theory of factor supply, they could 
discover no satisfactory general treatment of factor price formation. 

The section on interest consists of articles by Hayek, Knight, and Keynes on 
capital and interest, of several pieces on interest determination 4 la Keynes, and 
of essays on the structure of interest rates and on monetary policy and interest 
theory. There is nothing on the history of interest rate movements just as 
there is nothing on the evolution of wage patterns within industries. One gets 
the impression that economic history is not contributing as it might to the il- 
lumination of the questions under discussion. 

The section on profits comprises four articles, two of which treat of the corpo- 
ration, and two of which stress uncertainty and related factors. The editors 
comment on “the lack of clarity of what constitutes the entrepreneurial function 
in the present institutional setting,” and on its implications for profit theory. 

The section on rent includes only Buchanan’s able essay on the historical 
approach to rent and price theory and Boulding’s discussion on the concept of 
surplus. Treatments of rent as a distributive share are few because develop- 
ments in rent have been “integrated more closely with value theory than with 
distribution theory.” 

An excellent 45-page classified bibliography on distribution theory is appended. 
Some articles in languages other than English are included. The editors treat 
of the present state of distrubution theory in their short introduction. There is 
a names index but no subject index. 


Duke University JOSEPH J. SPENGLER 


The Fiscal Impact of Federalism in the United States. By James A. Maxwell, 
Harvard University Press, Cambridge, Mass. 1946. Pp. 427. $5.00. 
Professor Maxwell has written this book as one of a series of studies of fed- 

eralism in its fiscal aspects. He is best known perhaps for his monograph on 

Canadian grants-in-aid, but his contributions to the literature on Australian 

subventions deserve also to be studied widely in the United States. The present 

analysis is a substantial contribution toward understanding the financial signif- 
icance of American federalism. It is presented according to a different pattern, 
but in subject matter it largely parallels the Canadian report. 

After an introduction Maxwell sketches historically and critically the American 
plan of dealing with several functional activities: defense, justice and police, 
education, public assistance, relief and work relief, public works, public roads, 
public health, and the unemployment compensation problem. In respect to 
each, the purpose is to develop the way in which fiscal responsibility is divided 
between the federal government and the states. The financial mechanisms in 
each case are examined. This Part I is followed by a sketch in Part II of the 
important revenue measures and of the federal-state relationships involved in 


BOOK REVIEWS 427 


each. Ina concluding chapter ‘“‘an attempt is made to bring together and resolve 
some of the problems of federal-state fiscal relations” (p. 376). The particular 
problems tackled in this concluding chapter—aside from restating the elementary 
problem of fiscal lack of equilibrium in a federal state—are two: What about 
grants-in-aid as a solution for the difficulties, and what about the revenue gad- 
gets? As one would expect from the preceding discussion, the consideration 
of the grants problems is the more incisive as well as the more extensive of the 
two parts of the chapter. 

Throughout the more than 400 pages Maxwell confines himself almost wholly 
to the economic aspects of his problem. Although he refers from time to time 
to administrative issues, he clearly regards them as being incidental matters 
from the viewpoint of the study. The rigid exclusion of short-run political 
considerations is even more insistent. This is not to say that the author ignores 
or underemphasizes matters of policy. Indeed, at certain points policy declara- 
tions are so emphatic and so detached from surrounding text that they come as a 
distinct surprise. An example is found without forewarning in the immediate 
context at page 404: ‘What is desirable is the addition of grants for general 
education. These new grants should be variable in form, so that the poor states 
secure more than the rich, the criteria being per capita income and number of 
children of school age. Such grants should, in general, not be designed to be 
stimulative in nature.” 

In spite of the high calibre of the study as a whole, some details are unfortu- 
nate: Certain authors are misnamed in footnotes; the research prepared for the 
Interstate Commission on Conflicting Taxation is attributed not to this reviewer 
and his associates but to the Interstate Commitiee on Conflicting Taxation. 
Notwithstanding its limitations of subject matter and of form, Professor Max- 
well is to be congratulated on the preparation of a study which is both significant 
and interesting. It should challenge the attention of economists, publicists, 
public health workers, highway engineers, and others concerned with either 
the large aspects of fiscal policy or with the functional activities discussed. 

University of Kentucky James W. Martin 


Financing Government. Revised edition. By Harold M. Groves. New York: 

Henry Holt and Co., 1945. $4.00. 

In the preface to the first edition of this work the author stated that “the 
objective selected was that of meeting the needs of students; and thus, the pri- 
mary aim of this book is to give a clear and comprehensive exposition of the 
subject.” This revision remains a worth-while attempt to meet this objective. 
It was also stated that “the organization of subject matter is somewhat unor- 
thodox. Sources of revenue are treated in advance of public expenditure ... . 
(since) the most challenging problems of public finance are in the field of taxa- 
tion.”” The emphasis here indicated is more pronounced in the revision, not by 
expansion of the parts dealing with this phase, but by contraction primarily of 
the part dealing with public expenditures. In the first edition, two-thirds of the 
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pages were devoted to public revenues, and institutions and problems of the 
revenue system as a whole. In the revision, three-fourths are devoted to these 
same subjects. 

The most extensive revisions in this section were made in those chapters deai- 
ing with the income tax to make them reflect developments in collection at the 
source, the excess profits tax, the Philadelphia net income tax, etc. A former 
chapter on tax limitations is omitted and a part of the material incorporated in 
the property tax chapters. The plight of municipalities with their main de- 
pendence on the property tax is touched upon. 

The most extensive change in the chapters dealing with public expenditures, 
debt, and administration consists in telescoping into one chapter the material on 
expenditures for protection, education, highways and public works, and health 
and welfare. These previously rated one chapter each. Also appended to this 
chapter is a section of two and one-half pages on the possibilities of administrative 
economies, a subject which also rated a whole chapter in the first edition. This 
consolidated material occupies 70 pages less than the space previously allotted 
to it. It is probable that this area was the most logical in which to seek con- 
densation. The reviewer is glad that it was not done at the expense of the 
material on public debt and fiscal administration. The final chapter on fiscal 
policy and prosperity has been rewritten with some consideration of wartime 
fiscal policy and a view of postwar conditions. Throughout, minor changes and 
additions have been made to bring the statistics more nearly up to date and to 
take account of developments during the period 1939-1945. 

This book from the time it was first published in 1939 has been one of the 
better texts in public finance. The revised edition maintains the excellent 
features of the original, and the changes noted above tend to keep it abreast of 
the times. 


University of Mississippi Davip McKinney 


Monetary Policies and Full Employment. By William Fellner. Berkeley: 

University of California Press, 1946. Pp. xx, 268. $3.50. 

This volume has to do largely with “the bearing of monetary policies on the 
problem of fullemployment.” It consists of three parts. In the first, the author 
examines the relation between underemployment and equilibrium and treats of 
the indeterminateness of underemployment equilibrium. In the second part, 
he appraises the mature economy thesis, considers the relation between maturity 
and depression potential, and advances an hypothesis regarding the circum- 
stances that make for high and continuing investment. There is also an ap- 
pendix on the determination of wage rates under bilateral monopoly. 

Part three is concerned with policies. Interest rates and the problem of 
rigidities are discussed; alternative monetary policies are explored; and full 
employment policies are analyzed. 

Twenty-five tables and as many charts are included. The data underlying 
these tables are given in an appendix. A list of empirical consumption functions, 
most of which relate to the United States and to the period 1919-1938, are pre- 
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sented in an appendix. In yet another appendix American industries are clas- 
sified according to their growth rates in three subperiods comprising the whole 
period 1899-1929. A detailed and useful index is appended. In a short in- 
troduction the author formulates a number of propositions which are developed 
in detail and with supporting data in later chapters. 

This is an interesting and illuminating book. It is closely reasoned, and sup- 
porting data are nicely woven into the text of the argument. Even those who 
disagree with some of its theses will find their study fruitful. While this mono- 
graph will appeal especially to students of business cycle and monetary theory 
and policy, it contains much of interest to the student of economic theory in 
general. The reviewer is using it in a business cycles course. 

Among the propositions which the author develops are the following: 

1. The secular trend is very much under the influence of cyclical fluctuations. 

2. Some of the hypotheses built around the “mature economy”’ thesis, while 
not susceptible of statistical proof or disproof, are not very plausible. 

3. When the composition of output undergoes great changes, these changes 
tend to dominate the growth of the economy. 

4. Money wage rates and the money wage bill tend to move up or down in 
greater measure than the demand for goods; hence real and money wages 
move together. 

5. Output and employment do not necessarily move inversely to wage rates, 
the effect of wage-rate changes depending in part upon their influence 
upon uncertainity. 

6. Price and wage rigidities contribute importantly to unemployment. 

7. When a government cannot restore reasonably full employment by 
various “combinations of credit policies, price-cost policies, and tax 
policies aimed at increasing the level of private business activity,” the 
only remaining method for removing mass unemployment is “deficit- 
financed public spending.” 

8. ‘The dangers of an unconditional full employment guarantee stem mainly 
from the fact that such a policy would require a rigorous system of direct 
controls.” 

9. Since there does not appear to be a persistent secular tendency to substan- 
tial underutilization,” a sufficiently vigorous and effective cycle policy” 
should produce a “favorable long-run trend in private investment”; 
whence what is required is an effective cycle policy rather than a con- 
tinuous policy regarding unemployment. 

10. “Permanent full employment, if it could be accomplished at all, would 
require far-reaching institutional changes of an abrupt (historically dis- 
continuous) character.” 

11. A flexible line of approach along the lines indicated by the author, while it 
would not prevent occasional and limited unemployment, ‘might well 
prevent major depressions and lasting unemployment without forcing 
discontinuous changes in the institutional setting.” 

A number of related propositions are developed by the author. Unlike many 
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authors who deal with questions of the sort here under the examination, Professor 

Fellner is careful to indicate the prospective costs as well as the prospective gains 

of given policies. He is aware that man cannot eat his cake and have it too. 
Duke University JosEPH J. SPENGLER 


Management of the Federal Debt. By Charles Cortez Abbott. New York: 

McGraw-Hill Book Co., 1946. Pp. viii, 187. $2.50. 

Five of the nine chapters of this little volume are extensions and elaborations 
of articles previously published. Economists will be grateful to Professor Abbott 
for fitting them into a unified framework. It is impossible in a brief review to 
summarize either the factual or theoretical content, which is already highly 
condensed. 

World War II sent the federal debt to levels approaching the astronomical. 
(The author is not to be blamed for guessing 300 billion. No essential con- 
clusion need be changed because the total is 35 or 40 billion less. It may get 
there yet if the budget is unbalanced for a few years.) Treasury fiscal policy 
just before, during, and since the war has resulted in ‘“‘a steady, though recently 
very gradual, reduction in the average interest cost of the debt; a continuous 
decline in the average maturity of the debt; an increasing reliance upon re- 
deemable but non-marketable obligations; the elimination of tax exempt secur- 
ities; an increase in the number and kinds of securities outstanding; and. ..a 
continuance of commercial banks and of Federal Reserve Banks in the position 
of ‘residual underwriter’ for the federal deficit.” The effects of these and 
corollary policies upon the economy form the thread for much of the subsequent 
analysis. 

Chapter 3 traces the decline of fiscal controls on the banking system. The 
sheer magnitude of the volume of ‘“‘monetized” debt, deposits, and currency in 
the public’s hands renders ineffective the older quantitative controls. The 
government and the public at their will and not the commercial banks are now 
the creators and extinguishers of deposits. There is little assurance that the 
newer so-called “qualitative” controls will be very effective in regulating the 
monetary aspects of business fluctuations. 

The middle chapters discuss the impact of the vast debt on commercial and 
savings banks, insurance companies, and the rate of interest. Chapter 7 takes 
up the problem of “Debt Management Objectives,” following in general the 
Slichter theory. ‘Unemployment arising from immobility of labor as between 
occupations, as between localities, and as between public and private employ- 
ment can be overcome only to a limited degree by even the most judicious use of 
deficit financing.’”” However, the economist who has been somewhat over- 
whelmed by the simplicity of the Hansen-Lerner school of thought but has 
stubbornly refused to believe that the solution was so simple and easy will find 
in chapter 8 some ammunition for his side. Unfortunately, like a majority 
opinion of the Supreme Court, it is cumulative and summary, not possessing the 
unitary logic of the dissent. Nevertheless, Professor Abbott marshals his evi- 
dence with finesse. Beginning with the basic assumption from the previous 
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chapter that debt management is only a part, albeit an important part, of the 
whole problem of fiscal policy, he sets forth the complexity of the present govern- 
mental financial structure. In addition to the more than a score of agencies 
usually thought of as concerned with fiscal and financial matters there are the 
loosely controlled government corporations. To assume that all these agencies 
can be closely integrated in any policy of spending or retrenchment so as pre- 
cisely to regulate the economy is to remove ourselves “from the world in which we 
live and the practical considerations which induce business managers to provide 
employment.’’ Such expectations underestimate the problems of administra- 
tion. Professor Abbott sets forth three worthy objectives of fiscal policy. 
Somewhat abbreviated, they are (1) protection of the federal government’s 
credit, (2) provision of a stable monetary unit, and (3) protection of the people’s 
savings and liquid holdings while at the same time providing business enterprise 
with its reasonable needs of cash and credit. These objectives are “closely re- 
lated to the management of the federal debt, if, indeed, they are not the essence of 
it” (italics supplied). This lucid, forthright, and interesting volume should 
find a place on the shelves of every economist, government official, and business- 
man concerned with problems of public fiscal policy and administration. It is 
unhesitatingly recommended. 


University of Kentucky RopMAN SULLIVAN ~ 


Studies in Income and Wealth. Vol. VIII. Conference on Research in Income 
and Wealth. New York: National Bureau of Economic Research 1946. 
Pp. xiv, 297. $3.00. 

The Conference on Research in Income and Wealth for 1944, which is reported 
here, emphasized technical methods of estimating income and income distri- 
bution for purposes connected with the war. The old familiar problems of the 
treatment of government expenditures and nonmonetary elements in the 
national income were treated again in the light of war problems. The need for 
international comparisons and for estimates of income in more primitive regions 
such as Rhodesia gave especial emphasis to these problems. 

The influence of ideology upon income concepts is brought out in two articles, 
one by Ernest Doblin on Germany and one by Paul Studenski on Russia. In 
Soviet Russia, for instance, the income concept is still dominated by the classical 
ideas of material productivity. Even such nonmaterial services as passenger 
transportation are omitted from the official tabulation of national income. 

One significant idea, suggested before by Jevons, Fisher, and others, but usually 
ignored by students of income, is advanced by Arthur Smithies in his article on 
the use of national income data in setting UNRRA quotas. His suggestion is 
that the “operating costs of the economy” include the minimum of subsistence, 
or even the comfortable subsistence, of the working population. He says, 
“National income should be counted by adding to net investment, net con- 
sumption, determined by deducting from total consumption a minimum re- 
quirements deduction.” If it should ever gain momentum this idea—of treating 
the maintenance of the working population on an equality with the maintenance 
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of capital as an economic cost—would mightily disturb the long-run equilibrium 
of economic thought. 

The one nontechnical article in the book is by Louis Bean on “International 
Industrialization and Per Capita Income.” Comparisons are made between per 
capita income and the distribution of the labor force, particularly with respect 
to the percentage of the population engaged in agriculture. The well-known 
negative correlation between agriculture and income is illustrated. It seems to 
be assumed without further proof that a high degree of concentration upon agri- 
culture lowers per capita income, and that a shift of workers in any region from 
the farm to the factory would raise the income of that region. The subject is one 
on which much further study and analysis must be made before such a con- 
clusion can be supported. 

The eight volumes so far published by the Conference on Research in Income 
and Wealth have not succeeded in clearing the atmosphere surrounding the 
concept of income. It is to be hoped that some vigorous thinker will eventually 
outline a coherent definition, free of compromises caused by unavailability of 
data and by institutional factors, and free also of remnants of the classical ideas 
of productivity. 

University of Nebraska Epear Z. PALMER 


Measuring Business Cycles. By Arthur F. Burns and Wesley C. Mitchell. 
New York: National Bureau of Economic Research, 1946. Pp. xxvii, 560. 
$5.00. 

Concerning cycle analysis Professor Haberler has written: ‘“The stony path 
of the economist working in this field leads constantly between the Scylla of a 
maze of individual cases of an unmanageable casuistry, and the Charybdis of 
ingenious and clean-cut, but lofty and half-true theories.” As is increasingly 
recognized today, cycle literature for the last decade has tended strongly toward 
the clean-cut, the ingenious, and the half-true. Burns’ and Mitchell’s book, 
therefore, comes as a salutary counterbalance. Dogmatic Keynesians who wish 
to “explain” the cycle by facile manipulation of a few aggregates such as the 
“propensity to consume,” or Austrians blaming all upon bank policy, will find 
here much to give them pause. One cannot sufficiently praise the services 
rendered over the years by Professor Mitchell in keeping us down to earth. 

But if Dr. Burns and Dr. Mitchell have avoided Charybdis, it is not clear that 
they have wholly escaped Scylla. To begin with, the book, as its name denotes, 
is not so much concerned with explaining business cycles as with measuring them. 
The greater portion of the work, therefore, is taken up with meticulous and 
elaborate discussion of statistical techniques; while careful presentation and 
discussion of numerous particular series make it an invaluable source book. 
But, as the authors point out, anyone who works long in statistics knows how 
much one’s findings depend upon one’s prior theory. Description per se is a 
valuable preliminary, but in cycle statistics, and indeed numerous other cases, 
one cannot even “describe” satisfactorily without first forming the precon- 
ceptions we call theory. 

In this connection the definition used by Burns and Mitchell (Dr. Mitchell’s 
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original definition) raises, as they themselves point out, a number of questions 
badly in need of answering. The Mitchell definition restricts cycles to, and by 
implication “blames” them upon, business enterprise. But what of Professor 
Répke’s ideas regarding socialist disturbance? The writer hopes to show in a 
forthcoming book that many of the basic causes of cyclical distortion are rooted 
not in capitalism, as such, but in the liberal values themselves.!_ That is to say 
that even a planned socialism, while it might stabilize mor efficiently against 
the effects of cyclical distortions than capitalism does, could not avoid many of 
the distortions themselves— if it observed the liberal values. 

A second feature of the Mitchell definition which will rouse controversy is the 
idea that, historically speaking, there is never an equilibrium in a cyclical society 
—one phase of the cycle moves uninterruptedly into ther. He also main- 
tains that cycles are “recurrent” but not “periodic.” These statements of course 
run directly counter to Professor Schumpeter’s monumental Business Cycles. 

So far as the unreality of an equilibrium phase is concerned, the writer is in- 
clined to agree with Burns and Mitchell. The equilibrium “point”’—if it occurs 
at all—will be at the very least an “equilibrium” with less than full employment, 
and it would seem to the writer that any rapid expansion from such a situation 
(i.e., any attempt to get ‘full employment” in a hurry) is likely to re-create 
cyclical distortions, even if they had ceased to exist—which is itself unlikely 
(replacement concentrations, etc.). 

Probably one of the most interesting features of the|book, however, is the 
discussion of Schumpeter’s “three cycle schema.” The puthors admit the two 
and a fraction ‘‘Kondratieffs,’’ and the 40 months cycle) receives a partial and 
modified approbation. But Burns and Mitchell appear entirely to deny the 
8-10 year Juglar cycle. At least that is the trend of their argument and data. 
But there are so many qualifications in this section of their text, perhaps the 
result of editorial suggestions, or again possibly of dual authorship, that the final 
verdict is not absolutely clear. 

Despite its judicial style and scrupulously adequate quotation, those familiar 
with the literature will find this a lively book. It is filled with echoes of recent 
controversy (though not much is said indirectly or otherwise about Keynes) and 
is not without an occasional flavor of subdued sarca The amount of in- 
tensely valuable information presented is staggering. | Yet, in conclusion, I 
think it fair to say that the book does not quite focus. By this I mean nothing 
derogating from Burns’ and Mitchell’s achievement. I may well be that the 
present state of statistical investigation into the cycle yjelds a blurred picture. 
If one sees a blur there is no use trying to pretend it isacdmel. Yet the need for 
another volume and a more rigorous theory is evident; Dr. Burns and Pro- 
fessor Mitchell, I am sure, would be the first to agree that the final word has yet 
to be said on business cycles. Their critics, on the othdr hand, will always be 
obliged to concede that, if a final structure ever is erecfed, it will rest in con- 
siderable part upon foundations laid by Burns and Mitchell. BAS 

University of Virginia Davip McCorp Wricut 


1See D. McC. Wright, The Economics of Disturbance, to bel published by Macmillan 
early in 1947. 
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Collective Bargaining. By Leonard J. Smith. New York: Prentice-Hall, 

1946. Pp. xiii, 468. $5.00. 

With collective bargaining rapidly being accepted as the procedure for con- 
ducting labor relations, management representatives and union officials are 
seeking principles upon which to base their negotiations. Furthermore, uni- 
versities are recognizing the need of training young men and women in this im- 
portant field. It is to meet the need of these groups that this book has been 
written. Professor Smith has not sought to take sides or to suggest ways for one 
side to out-bargain the other. As he says in the preface, his book is written from 
an impartial viewpoint. 

The first section of the book is devoted to what might be called background 
material, such as the types of collective bargaining and the various attitudes 
toward bargaining existing among employers and unions. A second section 
describes the process of the actual bargaining conference and includes discussion 
of such details as the proper number of bargainers, the room arrangements, and 
the place of the foreman. Also in this section are some hints on what to do dur- 
ing the meetings. The negotiators, for example, are warned to beware of hidden 
technicalities and urged to learn to concentrate on one issue at a time. Professor 
Smith likewise warns of the misuse of lawyers in collective bargaining, pointing 
out that some lawyers fail to recognize that a labor agreement is vastly different 
from a legal contract. 

In the third section of the book the author considers one by one the several 
customary clauses of a labor agreement. In these chapters are listed points to 
be remembered and studied while that particular section of the contract is being 
negotiated. No attempt is made to give answers or principles upon which issues 
may be resolved, but a negotiator with this book in his possession should cer- 
tainly not neglect any detail in the contract. 

A bibliography, a glossary of terms, some sources of information, and sections 
from illustrative labor agreements make up the fourth and final section of the 
book. In general these sections are complete and represent a considerable 
amount of work in getting together facts about various labor-management 
conferences and research organizations. This reviewer would not have included 
the American Arbitration Association as a research organization or have clas- 
sified the International Labor Office as a labor research group, but these are 
merely questions of classification. 

One does not, however, have to look at the cover to realize that the book is 
published by Prentice-Hall. There is no excuse, for example, in giving footnote 
references to ‘Prentice-Hall Complete Labor Equipment” instead of a reference 
to a law of the United States or an official reference to a Supreme Court decision. 
A completely impartial listing of “Sources of Information” might also have in- 
cluded a competitive service to ‘‘Prentice-Hall Complete Labor Equipment,” 
namely, the one published by the Bureau of National Affairs in Washing- 
ton, D. C. 

There will be other books on the mechanics of collective bargaining, but this 
certainly isa very good start and should be of great value, particularly to students 
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and to employers and local unions in their first bargaining conference. To ex- 
perienced company officials and experienced labor leaders, the book will serve 
more as a review of matters previously learned through experience. 
Duke University FRANK T. DE VYVER 


The Public Works Wage Rate and Some of its Economic Effects. By Viola 
Wyckoff. New York: Columbia University Press, 1946. Pp. 313. $3.50. 
Lack of opportunities for experimentation has long been considered to be a 

major disadvantage of the social sciences. This situation was, however, largely 
remedied during the period of the New Deal. The final evaluation of this 
period will be dependent upon careful studies of its various phases. The present 
volume is an attempt to evaluate governmental policies in the field of wages and 
employment. | 

Perhaps the major problem of the Depression of 1929 was that of relief. The 
inability of private benefaction and state and local authorities to handle the 
problem placed the matter squarely before the federal administration. Re- 
jecting the “dole,”’ the federal authorities resorted to a program of public em- 
ployment designed not only to relieve distress, but to aid in economic recovery. 
Work was to be supplied under varying conditions by a variety of agencies— 
Emergency Relief Administration (ERA), Civil Works Administration (CWA), 
Works Progress Administration (WPA), and Public Works Administration 
(PWA). Our book sets out to describe and to evaluate the policies that de- 
termined the public works wage rate. 

A list of the chapter headings gives an adequate idea of the scope and content 
of this book: 1. Nature of the Issue. 2. Public Works Wage Rate Policies 
Primarily Intended to Benefit the Unemployed. 3. Public Work Policies 
Primarily Intended to Affect the Employed. 4. Public Work Theories of 
Certain Public Officials. 5. Wage Rate Regulations of FERA, CWA, WPA, 
and PWA. 6. Pressure Groups and the Public Works Wage Rate. The Case 
of the Workers Alliance. 7. Public Works Wages and Farm Wages Paid to 
Unskilled Labor—Monthly Wages. 8. Public Works Wage Rates and Farm 
Wage Rates for Unskilled Labor, Estimated Hourly Rates. 9. Public Works 
and Private Wage Rates for Building Trades Workers. 10. Conclusions. 

While careful reading of the material is the only way by which a person can 
obtain an adequate idea of the variety of methods employed in the development 
of public works wage policies, the author presents a summarized statement in the 
concluding chapter. ‘“‘PWA continuously paid the union wage rate, and it is 
reasonable to assume that the PWA administrators approved it. FERA paid 
monthly wages on a budgetary deficiency principle, and hourly wage rates on a 
prevailing wage principle.... According to official statements, CWA wage 
rates were the prevailing rates, but there are many other statements to the 
effect that the CWA wage rates were higher than the prevailing rates. ..WPA 
paid prevailing rates or higher than prevailing rates during most of the 1935- 
1939 period” (p. 279). 

The author stresses differences in purposes and results of |the various methods 
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of providing work relief. ‘Public works since 1930 have been accompanied by a 
search for a public works wage rate formula. The prevailing wage rate, pay- 
ment on basis of need, a rate between these two, and payment of rates equal to 
competitive rates with upgrading for efficient work have been proposed”’ (p. 279). 
Experience seems to indicate that conditions play an important part in the 
determination of policy. A discussion of the relative merits of the various sys- 
tems of wage payments is followed by an evaluation of the effects of the system 
of public employment. There is “strong presumption that the public works 
and wage rates affect the private wage rate. If public works employ a signif- 
icant number of workers and if the public works wage rates are above private 
wage rates, the latter will tend to climb to the level of the public works wage 
rates. During the depths of a depression, the number of workers that public 
works would need to employ in order for it to have a ‘significant’ effect on the 
wage rate would be much greater than in the upswing” (pp. 283-284). The 
author does not attempt to trace the impact of public works upon the demand 
for private construction. 

The reader will find that this book is carefully written and well documentated. 
The method of approach combines statistical analysis with the theoretical device 
of reference to 12 “model cases” that are differentiated by variations in as- 
sumptions of the state of the market and in the purpose of governmental activity. 
The volume does not afford easy reading. It will, however, amply repay careful 
study by those who are interested in the preparation of a public works policy to 
be used in case economists, politicians, and statesmen fail in their attempt to 
make our last depression the last depression. 

University of Virginia D. Ciark Hyper 


Great Britain in the World Economy. By Alfred E. Kahn. New York: 

Columbia University Press, 1946. Pp. xvii, 314. $4.00. 

This study grew out of a doctoral dissertation. If that fact suggests im- 
maturity, a perusal of the book will quickly dispel that false impression. 

This work is of great interest to economic theorists concerned with conceptual, 
methodological, and interpretational aspects of the payment balance problem, 
to economic historians to whom few phenomena are of greater significance than 
Great Britain’s changing role in world economy, and to the student of current 
world affairs for whom that changing role of the one-time economic ruler of the 
earth furnishes the answer to many basic questions. 

In the treatment of this vital subject the author deftly combines theoretical, 
historical, and statistical methods. He questions the validity of certain tradi- 
tional approaches to the problem of international equilibrium, attributing their 
weakness to the narrow and mechanistic nature of their analysis. He strikes 
out for a broader and more “organic” approach which transforms the meaning of 
equilibrium from that of mechanical equality to beneficient equipoise between 
contending forces, processes, and tendencies. Of particular interest is Dr. 
Kahn’s discussion of the ‘‘causality” governing or underlying the relationship 
between net “current” and net “capital” balances. 
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Taking this broad “organic” view of the forces affecting Britain’s position in 
world economy, Dr. Kahn inevitably pushes his investigation into many under- 
lying developments such as the rise and decline of certain manufacturing in- 
dustries and the ups and downs of Britain’s “invisible” exports. 

This book is a welcome addition to an important branch of economic literature. 
Few economists can afford to overlook it. 

University of Texas ErRIcu W. ZIMMERMANN 
Industry and Society. By William F. Whyte, editor. New York: McGraw- 

Hill Book Co., 1946. Pp. vi, 211. $2.50. 

This book grew out of the Human Relations in Industry lecture series held at 
the University of Chicago under the sponsorship of a committee created to carry 
on research in the social organization of industry. It is the first volume of a 
promised Human Relations in Industry Series. The topics treated are: the 
informal organization of the factory, leadership in the factory community, sys- 
tems of status, motivation of workers, race relations in industry, the influence 
of customers on workers, union fellowship, and the influence of these in industrial 
conflict. 

One of the most significant characteristics of this study is its approach to the 
problem. It is mainly a study in sociology, more specifically, social anthro- 
pology, or possibly more appropriately as a name for this new science, “‘in- 
dustrial sociology.” The approach is scientific throughout, avoiding customary 
preachments and the usual blaming of certain persons, groups, or interests. The 
workers in a factory are regarded as a miniature society, and subject to all the 
influences, pressures, and interrelationships that people closely associated com- 
monly bring to bear on one another. The objective attitude of the several 
authors is particularly refreshing in the studies of strikes and race relations where 
prejudices so often dominate. Instead of blaming capital for refusing to bargain 
collectively or union leaders for malicious practices in causing industrial con- 
flicts, the author seeks the answer in the maladjustments in the social organiza- 
tion which prepare the ground for such situations. Likewise, negro discrimin- 
ation is regarded not as a matter of southern prejudice or inadequate legal 
protection, but as a case of the feeling of one person toward another who is 
noticeably different. Such feelings, attributed frequently to fear or appre- 
hension of some kind, may become submerged and reduced to inaction by favor- 
able experiences, or on the other hand, become aroused to create serious dif- 
ficulties in social relationships. 

Additional volumes in the series maintaining the same sociological approach 
and scientific attitude should prove stimulating to our thinking and possibly 
offer new solutions to some of our old industrial problems. 

University of Alabama E. H. ANDERSON 


Jobs and Markets. By the Committee for Economic Development Research 
Staff. New York: McGraw-Hill Book Co., 1946. Pp. 143. $1.60. 
The Committee for Economic Development has made possible the publication 
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of a series of research studies which have been widely recognized as valuable 
contributions to the effective meeting of the problems of changing a wartime 
economy back to a peacetime economy, and the “longer-term fundamental 
problems involved in the maintenance of high levels of productive employment 
after the transition period is passed”. Jobs and Markets makes recognition of 
these two aspects of the problem of maintaining a prosperious America without 
inflation and without depression. The coauthors, Melvin G. deChazeau, Albert 
G. Hart, Gardiner G. Means, Howard B. Myers, Herbert Stein, Theodore O. 
Yntema, center their analysis and their recommendations around the ‘“main- 
tenance of adequate but not excessive demand,” which on the one hand includes 


a high level of employment and wages, so that on the other hand the business- - 


man may know that he can expect markets for his goods. 

In the transition period of the change-over from war to peace, as we seek a high 
level of employment and good markets, the authors see danger from deflation 
as well as danger from inflation, and point to the use of price and wage controls 
as the technique by which both dangers can to a great extent be avoided. 
When the book was published early in 1946, the discussion of price control and 
suggestions for its effective operation to June 30, 1947, offered much in the way 
of valuable guidance for the Office of Price Control. This part of the book, in its 
very timeliness when published, is less useful than the authors’ discussion of the 
employment of monetary and fiscal controls for insuring jobs and markets. 
The successful fight against price control makes the discussion and recom- 
mendations in this part of the book seem like a “has-been.” 

However, when the authors turn to discussion through monetary and fiscal 
policies, they give us a piece of economic analysis of lasting value and recom- 
mendations which deserve serious consideration in the development of both of 
transition and of long-term procedures. In this part of the discussion, the authors 
again emphasize that the problem has two sides—the prevention of inflation 
and the prevention of deflation. The great advantage in monetary and fiscal 
controls in keeping our economy prosperous without inflation or depression, the 
authors see in the fact that they “do not create a boss to tell individuals and 
businesses what to do in individual transactions but a set of conditions under 
which individuals and businesses can operate according to their best judgment.” 

In discussing this set of conditions developed as a byproduct of monetary and 
fiscal policy, the importance of timing of procedures and the importance of “‘built- 
in flexibility” are emphasized. For example, timing would be an important 
element in the use of monetary and fiscal policies in maintaining a steady market, 
that is, curbing excess demand or stimulating declining demand. The income 
tax is pointed out as offering excellent opportunity for ‘built-in flexibility.” 

Of the 10 key recommendations developed from their analysis of jobs and 
markets, eight are concerned with monetary and fiscal policies of government, 
and are applicable in the consideration of long-term problems. It is in these 
recommendations that the authors reaffirm their conclusion that ‘chips thrown 
off by fiscal and monetary policy are too weighty to be allowed to fall at random”; 
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that the government not only can plan but must plan such policy for the reaching 
of desired levels of employment and of market demand, because whether planned 
or not whatever policy is followed has its effect on jobs and markets. 

Agnes Scott College R. 


Labor Problems. By W. V. Owen. New York: Ronald Pe Co., 1946. Pp. 

xv, 570. $4.50. 

Textbooks in the field of labor problems may be divided roughly into two 
groups: those in which each problem is treated in a topical fashion, such as E. E. 
Cummins’ The Labor Problem in the United States, and those in which the tools 
of the economist are employed to analyze each problem in its proper economic 
perspective, such as R. A. Lester’s Economics of Labor. is text is a welcome 
attempt to combine the two types. The arrangement of the volume follows the 
analytical approach: description of the market, the market in operation, control 
of the market and security in the market. The chapters forming the body of the 
text, however, are largely in the traditional descriptive style. 

The book is well phrased in readily understandable language. At the end of 
each chapter is a summary itemizing the important material contained therein 
and a list of one or more suggested exercises. It is well documented throughout, 
with numerous references to the outstanding economists who conceived or 
developed the many theories that are discussed. | 

The combination of the analytical and descriptive approaches introduces 
considerable complication as to length and subject matter. For example, a 
description of the business cycle is introduced in connection with the discussion 
of unemployment. Professor Owen refers to it as “this rather sketchy account 
of the various explanations of the business cycle.” is section might very 
profitably have been expanded into a well-rounded treatment of the problem 
employing the techniques of Joan Robinson and J. M. Keynes, or if space were 
lacking, have been omitted altogether, rather than treated in an incomplete 
fashion. 

Another shortcoming probably owing to the limitations of space is the en- 
cyclopedic organization of some of the chapters. For example, Chapter 10, 
‘“‘Working Conditions,” consists of a series of short essays on the following topics: 
Industrial Accident Statistics, Safety, Workmen’s Compensation Laws, Oc- 
cupational Diseases, Prevention and Health Insurance. This is perhaps the 
simplest method of presenting information but the most difficult from the point 
of view of the student, who must learn the subject matiter by rote instead of 
readily comprehending material organized in such a way that one item is the 
logical outgrowth of another. 

Professor Owen’s choice of prejudicial words such as “battle,” “front,” and the 
like to describe union activities, seems inconsistent with|his avowed analytical 
approach. This is an especially important point since the government has been 
exercising such a heavy hand in the labor market with the|apparent aim not only 
of balancing the size of buyers and sellers but of bringing buyers and sellers or 
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their representatives together in an effort to mirimize work stoppages by con- 
ciliation and arbitration. It would have been more appropriate to discuss the 
demand for and the supply of labor in less kinesthetic terms. 

Ronald Press should be justly proud of the general organization of this volume, 
for, considering the current printing difficulties, there are few errors and 
omissions, and the text is very legible. It is hoped that further efforts to pro- 
duce a textbook in the field of labor problems which combines the analytical and 
descriptive approaches will be forthcoming. 

Duke University Lioyp SAVILLE 


Business Budgeting and Control. By J. Brooks Heckert. New York: Ronald 

Press Co., 1946. Pp. ix, 546. $5.00. 

The budgeting and control of business activities covers such a wide and 
complex field that no single book can be expected to treat all phases, or even the 
major issues, in sufficient detail to satisfy the requirements of the teacher for a 
classroom text and the needs of the business executive for a reference book. In 
this book, however, the author has succeeded in presenting a good outline of the 
major problems involved in the establishment of budgets and expense controls, 
and he has included a number of well-selected, illlustrative methods and pro- 
cedures. 

The book is compact and is written in a style that makes for easy reading. 
The list of questions following each chapter and the group of 60 problems will 
appeal to teachers who wish to consider the text for class use. The organization 
of materials follows the general pattern of standard budgeting texts, but more 
than the usual amount of space is devoted to tue building of the sales budget and 
to the establishment of distribution expense controls. Of the 27 chapters, 12 
relate to these distributive phases of planning and control. 

The space restrictions imposed made it impossible for the author to discuss 
adequately some controversial issues, and also made it impossible to present as 
large a variety of illustrative methods and procedures as some readers might 
desire. This criticism would apply to any book of comparable size covering such 
a wide field, but the book could have been strengthened greatly by the citation 
of more reference sources and by the inclusion of a selected bibliography. The 
citations made are few in number and are confined to a relatively small number 
of sources. The inclusion of a carefully selected bibliography, with a description 
and evaluation of the different sources, would have increased the usefulness of the 
book for both students and business executives. 

Most of the author’s premises and conclusions will meet with general agree- 
ment, but many readers may not accept some of the conclusions concerning the 
position the controller should occupy in market research activities. These 
activities vary so widely in nature, scope, and complexity that generalizations 
concerning the responsibility for their direction are difficult to make, and, if made 
without proper qualification, may be subject to misinterpretation. 

University of North Carolina C. H. McGrecor 
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Marketing in the West. By Nathanael H. Engle, editor. |New York: Ronald 
Press Co., 1946. Pp. xii, 263. $3.50. 
This symposium on specific western markets and marketing facilities was 
designed to provide a background for market planning in the 11 western states 
in the postwar period. Sponsored by the Pacific Advertising Association, it 
contains contributions by 23 marketing experts from business, the universities, 
and the federal government. 

Four chapters deal with industrial marketing, seven withjagricultural market- 
ing, five with wholesale and retail trade, and four with advertising and marketing 
facilities. The book is organized intelligently although thebe is some repetition, 
which is almost inevitable in a cooperative enterprise of this nature. There are 
some serious omissions. For instance, strangely missing from the book is 
integrated treatment of the western buyer—his tastes, buying habits, attitudes, 
and kindred characteristics. Assuming substantially full) employment in the 
United States, we can expect an expanding foreign trade with western seaports 
and marketing facilities participating in the trans-Pacific trade. Yet, except for 
a number of passing references to the export trade and Pacific overseas markets, 
no consideration is given to the use of western marketing ficilities in connection 
with foreign trade. 

To this reviewer the first and last chapters were most ifterstng The first 
chapter, written by the editor, presents estimates of the! expected volume of 
manufacturing and employment in the West and discusses their marketing im- 
plications. The method employed is an extension of the technique used by the 
National Committee for Economic Development in its 1945 study American 
Industry Looks Ahead. The analysis is sound and presented clearly and simply. 

The last chapter contains a stimulating and penetrating «ppraisal of Canadian 
postwar marketing problems. The treatment of psychological and cultural 
factors in Canadian marketing is handled with a skill and maturity rarely reached 
by most writers in the field of marketing. 

In between these two chapters there is much that is worth while. Bright 
spots include the chapter on ‘The Industrial Distributol” and the brief and 
sharp discussion of the influence of existing interregional thet rate structures 


on western manufacturing. The book has its share of the tedious as well— 
contributions limited to the narration of statistics, broken; by tables, with little 
or no analysis, and not infrequently a belaboring of the obyious. On the whole, 
however, the book represents a contribution to the field of marketing and should 
serve to stimulate intensive examination of regional besa ate on the national 
scene. 


College of the City of New York | Myron L. Hoca 


Cost Accounting. Third edition. By James L. Dohr and Howell A. Inghram. 
New York: Ronald Press Co., 1946. Pp. x, 751. $5.0. 
This revision of a well-known text takes on some of the alspects of a handbook. 
Although organized as a textbook should be, it is so replete with details, alterna- 
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tive procedures, references, and comparisons that it will serve also as a manual 
of reference for practitioners. The book is composed of four parts: basic cost 
accounting, special cost problems, administrative control, and cost systems. 
In addition, there is a section containing 150 pages of practice problems. Forms 
and charts number 104. The completeness of the third edition should enable 
this text to retain a place of leadership in the literature of cost accounting. 

Authors of textbooks are confronted with a twofold problem—they must re- 
tain the aspects of a compilation of basic principles and also they must attempt 
to reflect the essential conclusions of those engaged in practice and research. 
Where governmental regulations are directly concerned, these must either be 
summarized or quoted in full. Conclusions reached by research organizations 
must be presented and related to fundamental theory. With each succeeding 
edition of a given textbook the increasing difficulty of satisfactorily summarizing 
all accumulated information and at the same time retaining the desired emphasis 
on principles is obvious. In this respect the authors of this book have done well. 
The carefully organized layout of the book renders possible the presentation of a 
vast quantity of detail while retaining that perspective essential to textbook 
organization. 

A feature of the book is the attention given to the essential relationship of cost 
accounting to general accounting. To the reviewer this appears to be a requisite 
not always adhered to. With specialization, too frequently there develops a 
detached attitude on the part of experts. The student enters upon the study of 
cost accounting equipped with an understanding of fundamental tenets which 
he expects to use as a foundation for his study. No textbook is satisfactory 
which does not enable him to do this. In fact, cost accounting is simply the 
application of basic principles to the determination of unit costs. No doubt 
adherence to these simple truths will enable the authors of this book to retain the 
appreciation of those who study costs from the right angle, viz., the analysis that 
must always be expressed in debits and credits. 

The book explains the modern applications of standard costs, cost statements, 
principles governing expenditures, allocation of factory service, uses of unit costs, 
accounting for goods in process, procurement, storage and issuance of material, 
original evidences of labor and production costs generally, service capacity and 
utilization of service, by-products and joint products, administrative control, and 
design and installation of cost systems. 

From the point of view of book construction the volume leaves little to be 
desired. Binding, paper, type, and paragraphing are all good. The book is 
remarkably free from typographical errors; the reviewer’s only observation to the 
contrary was a comma pinch-hitting for a period. A glossary of nine pages and 
a serviceable index complete the volume. 

Louisiana State University Fart A. SALIERS 


Business Organization and Practice. By Edwin M. Robinson. New York: 
McGraw-Hill Book Co., 1945. Pp. xviii, 557. $2.75. 
While there are many books on business organization with essentially the same 
outline as this one, the purpose and approach to the subject is something new. 
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The author tells us in his preface that this is not a book of « 
business organization, but that it is “‘..a practical man 
and manage a business successfully.”” Any criticism of the 
be made in the light of this purpose. 

The content is that of the ordinary book on business organization for the begin- 
ning study of business administration. It analyzes a business by telling how to 
organize and operate each department and function. The novel part of the book 


is the manner in which the author handles each chapter. 
formal but is that of the beginner in business. It flo 
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fconomic principles of 
1 on how to organize 
k, therefore, must 


The language is not. 
easily, simply, and 


quickly from one thought to another. This is sure to meet with the ready ap- 
proval of the people who will and should read the book. Each paragraph is well 


captioned, making it easy to find what one is looking for. | 


|The author has used 


with marked success the practice of including in a frame on a page information 


which he thinks pertinent for the reader, but which he does 


not wish to write into 


the body of the book. For illustration, on page 126 he has listed 20 facts about 
fire insurance and put a frame around them to indicate they are incidental to the 


text but important as reminders to the reader that they | 


are matters to be in- 


vestigated before fire insurance is purchased. At the e of each chapter are 


ample practical questions and problems to test and stimu 
In an attempt to make the book readable and practic 
followed that it must be elementary. Most of the pri 


te the reader. 
al, it has necessarily 


iciples discussed in a 


traditional treatise have been simplified and made to apyjear easy in this text. 


One is impressed with the fact that most of the discussi 
One illustration will suffice. On page 15 profit is defined, 


which follows does not amplify the theories the accoun 


ons are oversimplified. 


“A profit, generally 


t would insist upon. 


speaking, is what is left over after all the bills have been on The discussion 


The above discussion only emphasizes that the author 


as succeeded in doing 


what he proposed to do. It is such delightful reading for tthe novice in business 


that it would be expected the book would be read by many 


people. It is doubt- 


ful if it can fill the need of many universities which use |business organization 
as an introductory course to their business administratiqn curriculums. It is 
admirably adapted to the needs of veterans and young |businessmen who are 


beginning business on a small scale. 
The Citadel 


Marion §S. Lewis 


Directors and Their Functions, A Preliminary Study. By|John Calhoun Baker. 
Boston: Division of Research, Graduate School of “o Administration, 


Harvard University, 1945. Pp. xiii, 138. $2.50. 

As its title indicates, this little book is but the first f 
project which the author has been conducting for some tit 
out of his earlier study of the functions and compensatio 


it of a larger research 


e and which evolved 
of executives (Execu- 


tive Salaries and Bonus Plans, 1938). Much stress is placed on the case method 


and, indeed, so varied are the directorates of American i 
that an attempt to write of them in accordance with a 
would have been extremely misleading. 


dustrial corporations 


igid formalized outline 


The author presents rather detailed descriptions of the prganization and work 


— 
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of the boards of directors in four large American industrial corporations: the 
American Tobacco Company, Climax Molybdenum Company, General Foods 
Corporation, and the Standard Oil Company (New Jersey). Dr. Baker finds 
an evolving concept of trusteeship in the minds of many corporate directors today 
and he welcomes this as a step toward the reconcilation of conflicting interests of 
consumers, stockholders, management, and employees in large industrial cor- 
porations. He feels that this balancing role is the true function of a board of 
directors in our modern economic society. 

There is a wide variation in the practice of corporations with respect to the 
election of “inside” and “outside” directors as well as with respect to the actual 
scope of managerial duties performed by board members. The single factor 
which, he says, “transcends all others is the human element—the personality, 
ability, and energy of the individualsinvolved. Irrespective of rules, regulations, 
or organization, the personalities and thinking of these men place their imprint 
on all corporate practices and policies.” 

Those economists who are becoming rather dubious of the efficacy of statistical 
technique and the mathematical approach in many fields of economic and bus- 
iness inquiry will endorse Dr. Baker’s failure to present a cut-and-dried formula 
which corporations should follow in organizing their boards of directors. Those 
economists who tend to disbelieve that all truth about a dynamic economic and 
social system can be formalized in a lecture outline will agree with Dr. Baker that 
in the real world beyond the ivy, Mr. Justice Cardoza’s statement about judicial 
reasoning applies: ‘‘We are tending more and more toward an appreciation of the 
truth that, after all, there are few rules; there are chiefly standards and degrees.” 

Emory University BurorpD BRANDIS 


The People Look at Radio. By P. F. Lazarsfeld and Harry Field. Chapel Hill: 

University of North Carolina Press, 1946. Pp. ix, 158. $2.50. 

In 1945 the National Association of Broadcasters commissioned the University 
of Denver’s National Opinion Research Center to investigate the public’s attitude 
toward radio. Columbia University’s Bureau of Applied Social Research was 
asked to analyze and interpret the findings of the survey. The personal inter- 
view method was used, interviews being held with 2,571 persons in different parts 
of the country. Seventeen per cent of those interviewed were over 60 years of 
age, 42 per cent were between 40 and 60 years old, and 41 per cent were under 
40 years of age. Fourteen per cent were classified as well-to-do, 56 per cent 
middle class, and 30 per cent poor. Seventeen per cent were college trained, 
43 per cent high school trained, the other 40 per cent having only grade school 
education. 

The principal findings were as follows: 

The average man listens almost three hours and the average woman almost four 
hours a day to the radio. 

The radio is deemed to be doing a better job than the churches, the schools, 
or the newspapers. 

Two-thirds of the people prefer radio with advertising, only one-third being 
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anti-advertising. (This surprisingly high percentage favoring advertising was 
undoubtedly influenced by the knowledge that private ownership of the industry 
was dependent on advertising.) About an equal number of persons voted 
“T’m in favor of advertising on the radio because it tells me about the things I 
want to buy” and “I don’t like advertising on the radio but I’ll put up with 
it.” More persons than in either of the preceding groups voted that they 
didn’t particularly mind advertising on the radio, that it didn’t interfere too 
much with their enjoyment of the programs. Chief criticisms were that the 
commercials are “too long,” “too repetitious,” that they ‘interrupt the pro- 
grams,” are “silly,” “claim too much for product.” 

The lower in the educational scale a woman is, the more she likes daytime 
serials. 

College people want more informational programs, whereas the grammar school 
level listeners want more religious programs. 

The analysts point out that the chief problems confronting radio today are 
advertising; to what extent radio should be an educational device; free time 
on the radio; good taste and artistic considerations in programs; and determining 
the social significance of the radio. 

While the reviewer questions the validity of conclusions drawn regarding the 
American people from interviews with fewer than 2,600 of them, it is encour- 
aging that one of our chief educational and entertainment institutions is asking 
questions about itself. 

Woman’s College of the AuBERT KEISTER 

University of North Carolina 
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ALABAMA 


In general the last quarter of 1946 continued the high level of activity in the 
state that has characterized the year although there were some indications that 
the upward swing was reaching a crest. Sales tax collections indicated that there 
was a slight decline in retail sales in November. December sales reacted to holi- 
day demands but merchants seemed apprehensive that much of their goods would 
not move readily at the high prices that were asked before Christmas. The coal 
strike had a crippling influence on the industries of the Birmingham district and 
the maritime strike slowed movement of goods in and out of the port of Mobile. 

The year has been one that has seen a great deal of interest in increased in- 
dustrialization. The Alabama State Chamber of Commerce announced that 
150 new industries have been established since the end of the war with Japan. 
These industries are in 56 Alabama towns. The new rubber tire plant of the 
B. F. Goodrich Company at Tuscaloosa is operating on a training basis and will 
soon be in full production. The selection of Birmingham as the site of its main 
plant by the Bobbi Car Company gives the area its first motor car manufacturer. 
Several of the established industries have announced plans for expansion. In the 
iron and steel industry a move which may prove of great significance is the entry 
of the Tennessee Coal, Iron and Railway Company into the production of cold 
rolled steel. The Alabama Power Company has been granted a permit by the 
Alabama Public Service Commission to build a power plant in Gadsden to in- 
crease its generating capacity. Also the Southern Natural Gas Company has 
filed an application to expand its system at a cost of $8,000,000. The Gulf States 
Paper Company has announced an expansion program which will increase its 
facilities by 50 per cent. In the field of government activity, the final steps were 
taken to authorize the $4,000,000 expansion of the facilities of the State Docks at 
Mobile. The State Building Commission has announced that it has virtually 
completed allocating the funds made available. Building construction has con- 
tinued at a high level. 

Alabama tax receipts are the largest in Alabama history. A total of $64,354,- 
653 in taxes was collected by the State Revenue Department during the fiscal 
year just ended. This year’s collection exceeded by more than $12,000,000 the 
previous 1944-45 fiscal period. There were some 38 different taxes that con- 
tributed to the state’s revenue. Among the more important were the following: 


| 1944-45 1945-46 % Increase 
17,145,613 21,359, 243 25.0 
State income 6,382, 066 6,717,787 5.0 
4,977,868 6, 696, 306 35.0 
1,708,322 1,740 ,962 2.0 
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Since May 15 of this year, Alabama’s industrial plants) have increased their 
employment each month with the increase between September 15 and October 15 
amounting to 3,200 workers. Thus Alabama’s industrial|employment reached 
the highest point since the end of World War II with 215,000 persons listed on 
payrolls of October 15, 1946. This is 49 per cent above the prewar level 
of 144,200. 

Total employment remained virtually stable during October after having 
shown progress each month of the third quarter of this year. Initial claims for 
unemployment compensation during October were slightly below September 
levels. Alabama State Employment Service placements increased only 0.4 per 
cent over September. Total employment received a serious blow in November 
primarily as a result of the coal strike. 

By the end of November, the effect of the strike was serious. Initial claims 
for unemployment compensation reversed their downward trend by increasing 
1.5 per cent over October. The first definite drop in employment was seen in 
November. Although the steady rise of employment was|beginning to level off 
before the strike began, maiy were idle due to curtailed employment because of 
shortage of materials. Although strikers themselves were not entitled to bene- 
fits under Alabama laws, those made idle through material shortages generally 
are eligible. It is estimated that during the strike, approximately 45,000 were 
idle in the Birmingham district. 

On September 8, the State Department of Industrial Relations had the distinc- 
tion of being the first state to inaugurate the “availability for work” program. 
This policy requires all claimants of unemployment compensation to prove they 
are making conscientious and diligent search for work. any have been elimi- 
nated from the rolls since this new program went into effect. 

While neither production nor announced results of prospecting have been sen- 
sational, interest has continued in Alabama’s petroleum industry. Alabama’s 
oil production during October was up more than 1,000 barrels over September. 
The October output of 31,456 barrels from 26 wells boosted 1946 production to 
320,306 barrels. September production was 30,088 barrels, 

Establishment of 40-acre drilling units for oil wells and 640-acre units for gas 
was announced in December by the Alabama State Oil and Gas Board. Twenty- 
seven producers, all in the Gilbertown field of southwest Alabama, have been 
brought in since the discovery of oil in the state about three years ago. By 
December approximately 350,000 barrels of oil have been produced in this field 
this year. At present Gilbertown is the only producing field. 

January 20, 1947, brings the administration of Governor Sparks to a close and 
Alabama enters a new administration with James E. Folsom as governor. The 
organizing session of the legislature has elected as speaker of the House of Repre- 
sentatives William M. Beck of DeKalb County, who had Mr. Folsom’s backing. 
A full slate of committee assignments has been announced. The legislature con- 
venes in May for the consideration and enactment of legislation. 

In the field of education in Alabama there have been several developments of 
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significance. Returned veterans have increased enrollment at Alabama’s public 
and private institutions of higher learning to more than 28,500 for the highest 
total in history, and of this number 15,386, or more than half the total enrollment, 
are veterans. The University of Alabama records show 8,300 students including 
4,950 male veterans and 150 female veterans. Another event of interest was the 
resignation of Raymond R. Paty as President of the University of Alabama to 
become Chancellor of the Georgia University System. The U.S. Air Corps has 
established and has in operation an air university at Maxwell Field in 
Montgomery. 
University of Alabama H. H. CHAPMAN 


GEORGIA 


Employment in the Atlanta area in January 1947 was on a level with the all- 
time peak employment reached during August 1945, according to figures of the 
Georgia State Employment Service. This is in spite of the fact that approxi- 
mately 32,000 of the 42,000 persons from this area in military service in August 
1945 had returned here by the first of this year. Total employment for the 
metropolitan area is 212,000 persons. 

Analysis of the figures indicates some interesting trends. On VJ Day approxi- 
mately 35 per cent of the workers in Atlanta were women. This figure 
now stands at about 22 per cent. Unemployment is slightly above the August 
1945 level, with about 12,000 registered. However, this includes some 7,500 
veterans, most of whom have been discharged within the last 60 days, according 
to the records of the employment service. 

Within the manufacturing group, which accounts for the largest group of 
workers, food and food processing plants have outstripped textiles as the area’s 
leading employers. The government continues to be one of the largest employers 
in the Atlanta area, 39 government agencies or establishments having an aggre- 
gate of 33,132 workers. This figure, however, is declining, and is expected to 
continue to do so. Third largest employer of labor is the transportation indus- 
try, with 17,624 employees in 50 concerns. Next in order are the service trades, 
retail trade, wholesale trade, finance, communications, utilities, and construction. 

The Federal Power Commission has denied the application of the Savannah 
River Electric Company, an affiliate of the Georgia Power Company, for a permit 
to take over from the Army Engineers the construction of the $45,000,000 dam at 
Clark’s Hill, on the Savannah River, above Augusta. The significance of this _ 
denial lies in the fact that the Clark’s Hill project is the focal point of the pro- 
jected Savannah River Authority, planned on the pattern of the Tennessee Valley 
Authority. Considered by some as one of the most promising of the proposed 
river system developments in the country, the Savannah basin project, it was 
estimated, would involve an eventual expenditure of about $150,000,000. 

The Clark’s Hill project itself was authorized by Congress in 1944, and almost 
$6,000,000 has been appropriated for preliminary work looking toward its de- 
velopment. Bids for the construction of the main dam recently were called for 
but were rejected because the cost figures were considered too high. 


{ 
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In August 1946, the Georgia Power Company, through its affiliate, the Savan- 
nah River Electric Company, sought permission from the Federal Power Com- 
mission to proceed with its own plans for the development of the site. In deny- 
ing its petition, the commission held that Congress has directed the establishment 
of a public power project at Clark’s Hill, has made the preliminary appropria- 
tions, and that the project is sound from the economic viewpoint. 

While advocates of public power projects undoubtedly will applaud the com- 
mission’s decision, it is to be hoped that the changed political complexion of the 
Congress will not result in an indefinite delay in the development. Observers 
believe that regardless of judgment concerning the entire river basin project, 
Clark’s Hill can, and should, be developed as an independent and integrated unit, 
providing control of navigation on the Savannah River and flood control as well 
as a large output of power. 


Emory University ALBERT GRIFFIN 


KENTUCKY 


- Kentucky has lost the latest round in the battle to tax chain stores. For 16 
years the tax has been a controversial issue. Since the original enactment in 
1930 the matter has been before the legislature five times, the Court of Appeals 
four times, and the United States Supreme Court once. The original act imposed 
a license tax based on gross mercantile sales. The tax was graduated according 
to volume of sales. Though it bore more heavily, normally, upon department 
stores than upon other single unit stores because of their larger volume of sales, 
the tax appeared to be a revenue measure directed at the chains. It was sus- 
tained by the Court of Appeals but not by the Supreme Court. About the same 
time the Supreme Court upheld Indiana’s tax graduated according to the number 
of stores in the state. The latter decision brought in its wake quite a few similar 
state levies on chains, Kentucky being one of them in the bleak depression year 
of 1934. The rates were increased somewhat in 1936, and in 1938 single-unit 
stores were exempted. Refunds had been necessary in 1935 when the 1930 act 
was finally invalidated and again in 1939 when the 1934 act as amended in 1936 
and 1938 was overruled by the Court of Appeals. The latest ruling, November 
1946, will refund $569,000 to chains paying under protest. It will be necessary 
for the 1948 General Assembly to enact an enabling act if the chains which paid 
without protest are to recover their payments of $431,000. The Court held in 
substance that the most recent measure (1940) was not, as it purported to be, a 
police measure but a revenue measure pure and simple. 

The lengthy and expensive Southern Pacific Railroad tax case was brought to 
a close before the Tax Commission without resort to a court decision. In 1943 
the state taxed the road, which is chartered in the state but has no lines there, 50 
cents per $100 on a valuation of $6,050,000 on its intangible property and $6,000,- 
000 on its franchise. For 1944 the tentative assessment on the value of intan- 
gibles only was in excess of $800,000,000. On December 31 the railroad paid the 
state $3,630,441 and Woodford County, site of the statutory office, $352,204. 
These sums covered taxes for the assessments of December 1944, 1945, and 1946, 
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plus about $769,000 income tax and interest on the same assessments for 1942 
through 1945 and $60,000 for 1946 income tax. The latest assessment certified 
by the state included a $15,000,000 valuation on franchise and $137,350,000 on 
nonoperating intangibles. The latter is quite a contrast to the $6,050,000 for 
1943. The road is now free to surrender its charter and remove from the state. 
It has been freely predicted that it willdoso. If the state and Woodford County 
should invest the $4,000,000 received in 2} per cent government bonds the annual 
income would be approximately equal to the annual taxes the road has been pay- 
ing to them for the last several years. 

In 1944 the General Assembly amended the burial association law authorizing 
any licensed funeral director to qualify for burying policyholders by filing bond 
with the insurance director, and making it illegal for all future policies of burial 
associations to designate any particular group of funeral directors its policy- 
holders must employ. Such policies were declared to be monopolies in restraint 
of trade. In December the high court threw out the section which prevented an 
association from designating the funeral directors with which it wanted to do 
business. The Court reiterated the power of the lawmakers to be superior to 
that of the courts in declaring public policy except where restrained by the Con- 
stitution, but it pointed out that merely calling a type of contract relationship a 
monopoly or in restraint of trade did not make it so. ‘To be illegal, the re- 
straint of trade must be inimical to the public interest.” A mere trade or com- 
mercial advantage which one person or group obtains over another is not synony- 
mous with monopoly in restraint of trade. 

University of Kentucky RopMAN SULLIVAN 


SOUTH CAROLINA 


No postwar slump had been felt in South Carolina by the end of 1946. South 
Carolina manufacturing industries were employing 10 per cent more workers in 
October 1946 than in October 1945, according to the U. S. Department of Labor. 
An increase of 13.1 per cent for the durable goods industries and 9.4 per cent for 
the nondurable industries was reported. The number of people employed by the 
textile industry totaled 123,500 and was 10 per cent larger than a year earlier. 
The paper industry showed the greatest percentage increase, 30 per cent. The 
number of people employed in the production of lumber showed the greatest in- 
crease in the durable goods industries. 

Employment in South Carolina, then, is at a relatively high level. The South 
Carolina State Employment Service estimated that only 38,000 people were un- 
employed and seeking work in the state at the end of November. Unemploy- 
ment benefits paid by the South Carolina Employment Security Commission 
continued to show a decline over that of midsummer, but were larger in Novem- 
ber 1946 than in November 1945, largely because more people were available for 
civilian production. Additions to the unemployment fund, however, continue 
to exceed disbursements, and the fund available for benefits was $594,000 larger 
at the end of November than a month earlier. Payments to unemployed service- 
men continue greatly to exceed payments to all other unemployed. Servicemen’s 
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readjustment allowances amounted to $1,111,000 in November as compared with 
$129,000 paid to those covered by the South Carolina Unemployment Security 
Commission. | 

Total wages for the fiscal year ending June 30, 1946, totaled $231,314,000, 
according to the South Carolina Department of Labor. is compares with 
$223 445,000 for the fiscal year ending June 30, 1945. Wages paid white male 
employees amounted to $132,358,000 and wages paid white female employees 
totaled $72,019,000. Wages paid colored male employees amounted to $24,296,- 
000 and those paid colored female employees amounted to $2,641,000. The 
value of the annual production for the fiscal year ending June 30, 1946, was 
$1,112,000,000, about $5,000,000 more than for the previous year and $21,000,000 
more than for two years earlier. Most of this gain was, of ¢ourse, due to higher 
prices. The average number of people employed for the year ending June 
30, 1946, was slightly larger than the previous year but was $lightly smaller than 
two years earlier and the average number of days worked was less than for either 
year. The number of men employed has increased while the number of women 


employed has decreased, a situation that would be expected as the armed forces 
became demobilized. 


* * * * * 


Tax collections by the South Carolina Tax Commission for the last six months 
of 1946 totaled $29,216,000, or $6,168,000 more than during the corresponding 
period of 1945 and larger than collections for the entire year 1938-39. This 


increase over 194445 was largely the result of increased collections from the sale 
of gasoline and alcoholic liquors. 


* * * * * 


The State Budget Commission has recommended a budget of $27,320,000 for 
1947-48 (not including funds to be spent by the Highway Department). These 
expenditures would be from anticipated general revenues) of $27,805,000 and 
would compare with the current 1946-47 appropriations jf $27,037,000 from 
expected revenue of $27,854,000. Many bills will doubtless be presented to the 
legislature, but those dealing with the handling and sale of liquor and the in- 
creasing of teachers’ salaries are sure to be given serious consideration. 


* * * * * 


According to the Bureau of Agricultural Economics, 1946 was the best crop 
year in the history of the state from the standpoints of yield per acre, quantity 
gathered, and value of production. Record crops of oats, barley, tobacco, Irish 
potatoes, lespedeza, soybeans, snap beans, and beets were made. A near record 
peach crop was harvested, and the production of wheat, peanuts, sweet potatoes, 
hay, pears, cantaloupes, cucumbers, lettuce, and watermelons was above aver- 
age. The cotton crop was below average but larger than in 1945. The all-crop 
composite per acre yield was 9 per cent higher than for 1945 and 30 per cent above 
the 10-year average (1935-45). Total crop value exceeded any previous year, 


1 Persons over 16 years of age. Does not include salaries of executives. 
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although it was only slightly above the value of production in 1919. The record 
tobacco crop, bringing record prices, had a value of $81,913,000. 
South Carolina GLENN R. Suir 


TENNESSEE 


The Seventy-Fifth Tennessee General Assembly has passed, and the Governor 
has signed, a 2 per cent retail sales tax measure which is to become effective June 
1 of this year. Only a limited number of items are to be exempted from this tax, 
such as gasoline, diesel fuel, tobacco, and alcoholic beverages. These products 
are already subject to special sales taxes. 

The revenue from this tax up to $20,000,000 annually is to be distributed, 70 
per cent for education, 12} per cent for municipalities, and the remainder for 
welfare, administration, and a state sinking fund. Eighty per cent of all collec- 
tions over $20,000,000 annually will be sent to the counties for welfare and ed- 
ucational purposes. 

The act authorizes the state commissioner of finance and taxation to set the 
minimum transaction that will be subject to the tax. Thirteen cents has been 
prominently mentioned for this minimum. The use of sales tax tokens is for- 
bidden and the collections will be made from the merchants on their monthly 
gross receipts. 

In 1945, the state senate authorized the Governor to appoint a commission to 
study the revision of Tennessee’s constitution, which was adopted in 1870. This 
commission was appointed and has recently made its report. The parts of the 
constitution which the commission has proposed amending are those dealing with 
(1) the amendment process, (2) taxation, (3) legislative apportionment, (4) legal 
quorum of the legislature, (5) legislators’ pay, (6) veto power of the Governor, 
(7) term of the Governor, (8) suffrage, and (9) municipal home rule. 

From all information available, the Tennessee Department of Employment 
Security indicates that total employment reached an all-time peak in November 
1946. This is a continuation of the slow but steady rise throughout most of the 
year. 

Manufacturing employment, it was reported, had reached 254,000 in November. 
This estimate is some 21,700 above the postwar low and only 23,400 below the 
wartime peak. Barring unforeseen events the Tennessee Department of Em- 
ployment Security suggests that manufacturing employment in Tennessee may 
be expected to increase by three or four thousand during the next two months and 
at about the same rate during the next four months. 

Interest in industrial development continues to grow throughout the state. 
More than 15 communities have organized industrial development corporations 
for the purpose of assisting companies in locating in their communities. It is 
significant that a large part of the new industrial production is being developed 
in smaller communities and appears to be generally distributed throughout the 
state. In 1946, more than $110,000,000 was committed or spent in Tennessee 
to build 241 new industrial plants and make 109 expansions of existing plants, 
according to Dr. George I. Whitlatch, of the Tennessee State Planning Com- 
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mission. He finds that 99 cities or towns were affected fail by the expansion 
or the development of new industries, which it is estimated |will create jobs for 
some 32,000 persons. 

A recent report of a survey made by the Milk Industry Foundation highlights 
the fact that Tennessee has become one of the leading dairy states and ranks sixth 
in the nation in the production of cheese. It has been pointed out that this 
growth in the dairy industry started from scratch less than 3) years ago and has 
made steady progress until now the state has 610,000 cows which produce each 
year some $46,004,000 cash in farm income from the sale pf milk and cream. 
Furthermore, it has been estimated by C. A. Hutton, extension dairyman of the 
University of Tennessee College of Agriculture, that milk products of approxi- 
mately equal value are consumed on the farms in Tennessee. 

University of Tennessee T. Levron Howarp 


VIRGINIA 


In 1946, Virginia businessmen experienced the best year of their history. 
There was a slight flurry of business pessimism during the cbal strikes but once 
those were settled the economic machinery whirred profitably on its way. High 
prices and mounting sales characterized the year. Selling wis easy since people 
bought almost anything regardless of price or quality. Total income payments 
exceeded those of 1945. Farm income was running slightly, below in the third 
quarter, but tended to even up in the last quarter. Departnjent store sales took 
an extremely sharp rise—a larger percentage of the increas¢ being due to price 
increases than to quantity of goods. Retail furniture sales rose because of price 
increases. A change began in October with a shift in deman{l from poor quality 
furniture by the piece to high quality in sets. Bank debits ait the year-end were 
running ahead of 1945—the index being 260 as compared with 224 a year ago. 
Also, bank loans—especially commercial, industrial, residential, and agricultural 
loans—have increased. Business firms appear to be financing receivables and 
inventories with bank loans and capital additions out of|savings. Building 
contracts took a big jump because of veteran demand for hpuses, but the diffi- 
culty of getting materials has led to a backing away fromthe high level in spite 
of heavy demand for new homes. Manufacturing industri, except shipbuild- 
ing, operated at capacity in spite of the shortage of labor and machines. Em- 
ployment continued to increase though there were evidences of a leveling off. 
A disturbing development was the decrease in female labor due to voluntary 
resignations. This presented a problem for employers in industries in which 
women are essential to many of the manufacturing operations, particularly in 
the chemical industries engaged in making textile fibres. Mass withdrawal of 
women from the labor market changed the employment picture in the manufac- 
turing field. One large manufacturer of men’s suits is attempting to solve the 
problem by training men as sewing machine operators under the G. I. Bill. In 
addition to the above indexes, raw material prices, car loadings, electric power 
production, and life insurance sales show that 1946 was a peak business year. 

Businessmen are entering 1947 in a spirit of optimism and enterprise. There 
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are many favorable factors. Total income payments are expected to continue 
high. No precipitous drop in department store sales is anticipated. Inven- 
tories will consist of better goods since postholiday sales eliminated ersatz goods 
from the shelves. Two problems of retailing will be the switch from poor to 
better quality goods, and from nondurable to durable goods. Wholesale prices 
and volume should continue strong well into 1947, especially in the paper, 
tobacco, industrial supplies, and auto supplies businesses. Bank debits are 
expected to rise slightly, and bank loans to increase. The employment situation 
is somewhat uncertain and rather spotty. In the broader aspects, two economic 
conditions may become increasingly important during the year, namely, the 
diversity of industries in the state, and the stability of economic conditions. 
Virginia has a wide distribution of industries, including manufacturing, trade, 
mining, fishing and oystering, lumbering, agriculture, and finance. Industrial 
development within the state has been gradual and well balanced. There have 
been no wide cyclical swings in the last half century. These factors tend toward 
stability of business conditions within the state. 

However, the situation in Virginia will be influenced by national conditions. 
Cautious economic experts have put up storm signals for 1947. They predict 
a short recession as an adjustment from soaring prices after decontrol. Post- 
holiday sales indicate that much of the surplus cash has been drained off in the 
high prices paid for the record volume of retail sales in 1946, culminating in the 
holiday buying splurge. Because of the tightening of cash, people are buying 
more cautiously, demanding better quality, and buying to fill needs. The trend 
is toward lower prices for goods of higher quality. In the long run, prices will 
seek their proper level, and the law of supply and demand, freed from govern- 
ment controls, will once again prevail. Virginia industry has already felt the 
effect of price declines in some farm products and foods. The prudent business- 
man will watch these signals closely, and set his sails according to the economic 
weather. 


* * * * ok 


Farming in Virginia in 1946 reached an all-time high. Record yields per acre 
were realized from many crops, including oats, wheat, hay, commercial potatoes, 
tobacco, peaches corn, and barley. Farm products brought the highest prices 
since the Civil War, and total farm income exceeded that of 1945. Some favor- 
able factors were improvement in the farm labor situation, and diversified 
farming. The state has followed the national pattern of the past five years 
with a sharp swing to mechanized farming (in the country at large, there has 
been a 30 per cent increase in production with a 10 per cent decrease in labor). 
In Virginia in 1930, there was one tractor for every 30 horses and mules; in 
1940, one for every 20; and in 1945, one for every 10. Virginia is fortunate 
in that she has a well-diversified agriculture. Livestock occupies an important 
place. Poultry produced the largest portion of the farm income in 1945. 

Two important price events occurred in the latter part of the year. There was 
a sharp fall in the prices of eggs and poultry, which affected considerably the 
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total farm income for the year. There was also a slump in tobacco prices. 
The October average for bright tobacco was 7 cents above the 1945 price. The 
November average was 4 cents below that of 1945, and the December average 
may drop to 10 cents below. However, the sharp decline in bright tobacco 
prices was greatly diluted by previous sales which had disposed of 60 per cent 
of the 1946 crop. During the year farmers were irked by labor difficulties, 
hard work, long hours, strikes, and OPA controls. 

The year 1946 climaxed a five-year cycle in which farm conditions as measured 
by yields per acre have been at the highest peak. Yields have ranged from 
25 to 40 per cent higher than in 1940. Several factors account for this: 1) fa- 
vorable weather conditions, 2) heavy application of fertilizers and lime, 3) im- 
proved varieties of seeds, and 4) soil conservation programs. ‘ 

At the turn of the year 1947, Virginia farmers appear to be more optimistic. 
With industrial outlook favorable to full employment, the market for farm 
produce should hold up, especially for poultry, dairy products, cattle, and hogs. 
More materials should be available for making greatly needed repairs on farm 
equipment, which suffered heavy deterioration during the war. There may 
be some decline in farm prices after the middle of the year. This will be par- 
tially offset in the prices of goods farmers have to buy. 

Some warnings have already been given. The favorable weather cycle of the 
last five years may be at an end, and poor weather conditions may prevail in 
1947. A decline in farm values may be expected in the near future. These 
follow farm prices and some forecasters are predicting that the latter are headed 
into a decline. The Virginia tobacco farmer has already had his warning in 
the news that “Britain must curtail her purchases of Virginia tobacco to protect 
her dollar exchange.” The decline will not be drastic for the next two years, 
since the federal government is committed to support of agricultural prices at 
90 per cent of parity. But the Virginia “dirt farmer,” if he is wise, will use 
these two years to put his financial house in order so that when the predicted 
storm breaks he will be able to ride it out without serious consequences. 

University of Richmond Herman P. THomas 


PERSONNEL NOTES 


Don Fay Adams has been appointed instructor in accounting, College of 
Business Administration, University of Georgia. 

Fred H. Arnold, formerly with Texas A & M, has become professor of econom- 
ics at Alabama Polytechnic Institute. 

G. H. Aull, head of the Department of Agricultural Economics and Rural 
Sociology at Clemson College, was elected second vice president of the Southern 
Economic Association for 1947. 

Truman C. Bigham, professor of economics at the University of Florida, has 
become a member of the board of editors of The Southern Economic Journal. 

Buford Brandis, formerly with the Federal Reserve Bank of Atlanta, is now 
associate professor of business administration at Emory University. 

C. K. Brown, head of the Department of Eccnomics and dean of the faculty 
at Davidson College, has become correspondent of The Southern Economic 
Journal for North Carolina. 

Charles Butler of the Bureau of Agricultural Economics has recently been 
assigned to headquarters at Clemson College and will work in cooperation with 
members of the staff in the Department of Agricultural Economics and Rural 
Sociology. 

C. A. Codding has been appointed assistant in accounting in the School of 
Business Administration, Emory University. 

John E. Dean, recently separated from the Coast Guard, has been appointed 
assistant professor of accounting in the College of Business Administration, 
University of Georgia. 

S. M. Derrick has become dean of the School of Business Administration, 
University of South Carolina. 

George A. Douglas, formerly with the TVA, has become head of the Depart- 
ment of Sociology at Alabama College and is teaching courses in economics. 

Murray C. Flynn has joined the economics staff at Alabama College. 

A. H. Harrington of Alabama Polytechnic Institute has resigned to accept a 
position with Washington State College. 

Werner Husmann, formerly at Virginia Polytechnic Institute, has accepted a 
position as associate professor of agricultural economics at Clemson College. 

J. Herman Johnson, associate professor in the Department of Economics at 
Alabama Polytechnic Institute, has been granted leave of absence to complete 
his graduate work. 

Cecil N. King, formerly with the armed forces and more recently accountant 
with the Tennessee Coal and Iron Company in Birmingham, has joined the 
staff of the Department of Economics at Alabama Polytechnic Institute. 

J. N. Mahan of Alabama Polytechnic Institute has resigned to accept a 
position as economist with the TVA. 

Donald J. May has been appointed instructor in economics in the School of 
Business Administration, Emory University. 
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H. W. Moorhouse, formerly with the U. 8. Department of Agriculture, has 
been appointed visiting professor of economics and assistant director of the 
Bureau of Business Research in the College of Business Administration, Uni- 
versity of Georgia. 

Michael O’Connor, recently separated from the Navy, has been appointed 
associate professor of economics in the College of Business Administration, 
University of Georgia. 

M. J. Peterson, formerly ogpenitand economist in the Bureau of Agricultural 
Economics working in cooperation with Clemson College, has resigned to accept 
an appointment at the University of Minnesota. 

W. H. Peterson has become associate professor of agricultural economics at 
Clemson College. 

Earle LeRoy Rauber, director of research, Federal Reserve Bank of Atlanta, 
has become a member of the board of editors of The Southern Economic Journal. 

G. T. Schwenning, professor of business administration at the University of 
North Carolina, was elected first vice president of the Southern Economic 
Association for 1947. He also has resumed his former position of managing 
editor of The Southern Economic Journal. 

Gregor Sebba has been appointed associate professor of economics in the 
College of Business Administration, University of Georgia. 

Samuel A. Silver has been appointed assistant professor of economics in the 
College of Business Administration, University of Georgia. 

Joseph J. Spengler, professor of economics at Duke University, was elected 
president of the Southern Economic Association for 1947. 

Herman P. Thomas, head of the Department of Economics at the University 
of Richmond, has become the Virginia correspondent for The Southern Economic 
Journal. 

Theo Vaughan of the Bureau of Agricultural Economics has recently been 
assigned to headquarters at Clemson College and will work cooperatively with 
members of the staff in the Department of Agricultural Economics and Rural 
Sociology. 

James E. Ward, professor of economics at Clemson College, was reelected 
secretary-treasurer of the Southern Economic Association for 1947. 


The following names have been added to the membership of the Southern 
Economic Association: 


L. W. Adams, Washington and Lee University, Lexington, Va. 
Karl E. Ashburn, University of Florida, Gainesville, Fla. 

J. M. Baker, Louisiana State University, Baton Rouge, La. 

J. C. D. Blaine, University of North Carolina, Chapel Hill, N. C. 
P. F. Boyer, Louisiana State University, Baton Rouge, La. 
Rupert F. Cisco, Box 866, Lake Charles, La. 

Donald Comer, Avondale Mills, Birmingham, Alia. 

Frank E. Dykema, Box 2042, University, Ala. 

Richard T. Eastwood, University of Alabama, University, Ala. 
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T. N. Farris, Louisiana State University, Baton Rouge, La. 
Theodore M. Forbes, Cotton Manufacturers Association of Georgia, Atlanta; 
Ga. 

Frank J. Foster, Box 2242, University, Ala. 

Louis A. Gaitanis, Route 4, Box 159B, Gainesville, Fla. 

W. E. Haisley, 216 West University Drive, Chapel Hill, N. C. 

E. Q. Hawk, Birmingham Southern College, Birmingham, Ala. 

Langston T. Hawley, Box 1384, University, Ala. 

Joseph K. Heyman, Joseph K. Heyman Company, Atlanta, Ga. 

George Watts Hill, 111 Corcoran Street, Durham, N. C. 

LeRoy Holt, Box 2634, Birmingham 2, Ala. 

Thad Holt, 701 Protective Life Building, Birmingham, Ala. 

Watrous H. Irons, Federal Reserve Bank, Station K, Dallas 13, Texas. 

Sam H. Jones, Box 1322, Lake Charles, La. 

Verbon E. Kemp, Virginia State Chamber of Commerce, Richmond, Va. 

Clarence E. Kuhlman, Box 111, University, Miss. 

Mills B. Lane, The Citizens and Southern National Bank, Atlanta, Ga. 

Russell C. Larcom, Box 1451, University, Ala. 

Robert H. Laws, Howard College, Birmingham, Ala. 

George E. Lent, University of North Carolina, Chapel Hill, N. C. 

J. Saxton Lloyd, Daytona Motor Company, Daytona Beach, Fla. 

Frank McAllister, Georgia Workers Education Service, Atlanta, Ga. 

R. B. Melton, University of Arkansas, Fayetteville, Ark. 

Frederic Meyers, Labor Bureau of Middle West, Atlanta, Ga. 

O. C. Miller, Louisiana Polytechnic Institute, Ruston, La. 

L. J. Nations, Box 1992, University, Ala. 

Gordon D. Palmer, First National Bank, Tuskaloosa, Ala. 

A. B. Paterson, New Orleans Public Service, New Orleans, La. 

Ralph H. Pickett, University of Kentucky, Lexington, Ky. 

D. Hiden Ramsey, 58 Woodland Road, Asheville, N. C. 

James G. Richardson, 1926 West Church Street, Gainesville, Fla. 

Holt Ross, International Laborer’s Union, New Orleans, La. 

Lloyd Saville, Box 628, College Station, Durham, N. C. 

George E. Schneider, Association of Commerce, New Orleans, La. 

Murray W. Shields, University of Florida, Gainesville, Fla. 

McGregor Smith, Florida Power and Light Company, Miami, Fla. 

Edgar B. Stern, American Bank Building, New Orleans, La. 

M. H. Sterne, 2504 15th Avenue, South, Birmingham, Ala. 

William A. Tolman, University of Kentucky, Lexington, Ky. 

Brandon Trussell, University of Georgia, Athens, Ga. 

F. S. Wilder, 413 East Trinity Avenue, Durham, N. C. 

Sadie Young, Florida State College for Women, Tallahassee, Fla. 

William G. Zetzmann, Zetz 7up Bottling Company, New Orleans, La. 

The following persons were listed by error in the January issue of this Journal 
as being connected with Emory University. 
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Clarence H. Anderson, instructor in economics and social science, Georgia 
School of Technology. 


Roscoe Arant, associate professor of economics and social science, Georgia 
School of Technology. ries 


James W. Griffin, instructor of economics and social science, Georgia School 
of Technology. 


Lloyd A. Sifford, special lecturer in economics and industrial management, 
Georgia School of Technology. 


G. Dowman Wilson, instructor in economics and social science, Georgia 
School of Technology. 


* * * * * 


The seventeenth annual meeting of the Southern Economic Association will 
be held November 7-8, 1947, at the Henry Grady Hotel, Atlanta, Georgia. 


The Nominating Committee for the 1948 officers of the Southern Economic 
Association has been appointed by President Spengler. The committee is com- 


posed of Dr. G. W. Forster, North Carolina State College of the University of 
North Carolina (Chairman), Albert Griffin, Emory University, and Ralph C. 
Hon, Southwestern at Memphis. All members of the Association who wish to 


suggest possible nominees to this committee are invited to do so not later than 
August 15. 


JAMES E. Warp, Secretary-Treasurer 
Southern Economic Association 
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BOOKS RECEIVED 


Principles of Economics. Revised edition. By Lewis A. Froman. Chicago: Richard 
D. Irwin, 1946. Pp. xi, 1009. $5.00. 

The Money Value of a Man. Revised edition. By Louis I. Dublin and Alfred J. Lotka. 
New York: Ronald Press Co., 1946. Pp. xviii, 214. $6.00. 

Advanced Accounting. 4th edition. By Roy B. Kester. New York: Ronald Press 
Co., 1946. Pp. x, 796. $5.00. 

Die franzésische Wahrungspolitik von der Stabilisierung bis zum Ausbruch des zweiten 
Weltkrieges, 1928-1939. By A. Stabinger. Berne, Switzerland: A. Francke, 1946. 
Pp. xi, 183. Sw. fr. 12.80. 

Airports: Design, Construction, and Management. By Horace K. Glidden, Harvey F. 
Law, and John E. Cowles. New York: McGraw-Hill Book Co., 1946. Pp. xii, 583. 
$7.00. 

The Social Effects of Aviation. By William Fielding Ogburn. Boston: Houghton Mifflin 
Co., 1946. Pp. vi, 755. $5.00. 

Economie et Législation industrielles. By Robert Mossé. Aubier, Editions Montaigne, 
Paris, 1940. Pp. 402. F. fr. 35. 

Human Factors in Management. Edited »y Schuyler Dean Hoslett. Parkville, Mo.: 
Park College Press, 1946. Pp. 322. $4.00. 

The Steel and Steel-using Industries of California. Edited by E. T. Grether. Sacra- 
mento, Calif.: State Reconstruction and Reemployment Commission, 1946. Pp. 
viii, 408. $1.50. 

The Web of Government. By R. M. Maclver. New York: Macmillan Co., 1947. Pp. 
ix, 498. $4.50. 

Die Vertriebsreichweite und die Vertriebsorganisation der Massenfertigungsbetriebe. By 
M. Herschdérfer. Zurich, Switzerland: Kommissionsverlag Organisator, 1939. Pp. 
iv, 139. 

Transport Facilities, Services and Policies. By Emory R. Johnson. New York: Ap- 
pleton-Century Co., 1947. Pp. ix, 409. $3.50. 

Can Science Save Us? By George A. Lundberg. New York: Longmans, Green and Co., 
1947. Pp.122. $1.75. ; 

Konkurrenz und Planwirtschaft. By Alfred Amonn and others. Berne, Switzerland: 
A. Francke, 1946. Pp. viii, 240. Sw. fr. 19. 

Current Economic Problems. 3rd edition. By Paul F. Gimmell and Ralph H. Blodgett. 
New York: Harper & Bros., 1947. Pp. viii, 760. $4.00. 

Price-Quality Interactions in Business Cycles. By Frederick C. Mills. New York: 
National Bureau of Economic Research, 1946. Pp. xii, 140. $1.50. 

Output and Productivity in the Electric and Gas Utilities, 1899-1942. By Jacob Martin 
Gould. New York: National Bureau of Economic Research, 1946. Pp. xi, 189. 
$3.00. 

Economic Research and the Development of Economic Science and Public Policy. Twelve 
Papers Presented at the Twenty-fifth Anniversary Meeting of the National Bureau of 
Economic Research. New York: National Bureau of Economic Research, 1946. 
Pp. ix, 198. $1.00. 
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Distinctive Books McGraw-Hill 


TRANSPORTATION 
PRINCIPLES AND PROBLEMS 


By Truman C. Bincuam, University of Florida 
626 pages $5.00 
Designed for college courses in transportation, this challenging textbook covers 
railroads, motor carriers, pipe lines, airways, and inland coastwise and intercoastal 
waterways. These forms of transportation are treated jointly, from a functional 
point of view, as parts of a whole. 


INDUSTRY AND SOCIETY 


Edited by Witi1am F, Wuyte, The University of Chicago 
211 pages $2.50 
Views the personnel problems of industry in terms of the structure of American 
society. The book explains some of the more serious maladjustments within the 


industrial system and presents a scheme of analysis essential to understanding and to 
effective action in this field. 


ECONOMIC POLICY 
AND FULL EMPLOYMENT 
By ALvIN H. Hansen, Harvard University 
340 pages $4.00 


Gives not only a comprehensive discussion of the full employment program, but also 
makes a thorough analysis of important allied issues, such as inflation dangers, 
maintenance of stability, and debt management. 


MARKETING 
AN INSTITUTIONAL APPROACH 


By Epwarp A. Duppy, School of Business, The University of Chicago, 
and Davip V. Revzan, Marketing Research Department, Spiegel, 
Inc., Chicago. Business and Economics Publications. In press. 


A clear and comprehensive picture of the way in which industrial society organizes 
to carry on the work of distribution. The book describes the essential operations of 
marketing and their performance by the different marketing agencies at retail and 
wholesale levels. New material on the economics of market areas, on price structure, 
and price policies is included. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 


330 West 42nd Street New York 18, N. Y. 


When you write to our advertisers, please mention The Southern Economic Journal 


HOLT recommends: 


Elementary Statistics 


Morris Myers Blair 
Oklahoma A. & M. College 


@ lucid, nontechnical style 
@ practical, everyday applications 
@ excellent tables, work sheets, and graphs 


Planned particularly for students of economics and business administration 
but*also covering more general fields, this text gradually . . . progressively 
. .. Clearly fleads'the reader into an understanding of statistical concepts. 
Elementary Statistics is amply illustrated*and highly teachable. 


690 pages 1944 $3.50 


Statistical Methods 


Frederick Cecil Mills 
Columbia University 


A complete and systematic treatment of statistical methods as applied to 
economics and business, this text provides tested and practical training for 
introductory courses. Sound methods of procedure and working tables are 
presented§ 


746 pages 1938 $3.75 


A Manual of Problems in Statistics—Scott Dayton 


Designed especially for use with Professor Mill’s text. 
163 pages 1941 $1.00 


HENRY HOLT AND COMPANY 


257 Fourth Ave., NYC 
CHICAGO SAN FRANCISCO 


HOLT presents: 


IndustrialandCommercial 


Geography-Third Edition 
J. Russell Smith and M. Ogden Phillips 
e thought-provoking style 
@ realistic interpretations 
@ significant illustrations 
A modern study of world-wide economic and geographical conditions affeciing 
man, this brilliant text transforms a wealth of facts and figures into an inte- 
grated picture of man’s whole life today. The teacher will use this book with 
assurance; the student, with genuine enjoyment. 
980 pages 1946 $4.90 


Viewpoints on 


Public Finance 
Harold M. Groves 
University of Wisconsin 
@ more than 100 stimulating selections 
@ impartial coverage of conflicting topics 
@ adapted to use with any Public Finance text 


Viewpoints on Public Finance is not only a valuable companion text; it is a 
helpful introduction for students of finance to the scholars and literature of 
their field. The book contains selections from books, government reports, 
journals, editorials, etc. The author’s introductions integrate the selections 
of each chapter. Additional references are given. 

about 850 pages Spring 1947 probable price $4.00 


HENRY HOLT AND COMPANY 


257 Fourth Ave., NYC 


CHICAGO SAN FRANCISCO 


When you write to our advertisers, please tion The Southern Economic Journal 
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Announcing 


An important new book of practical 


interest to all those concerned with 
appraising the fundamental sound- 
ness of future proposals relating to 


tax policy in this country. 


Agenda For 


PROGRESSIVE 
TAXATION 


By WILLIAM VICKREY 
Lecturer in Economics, Columbia University; 
formerly Tax Consultant to the Governor of Puerto Rico; 
formerly Senior Economist, Treasury Department, Division of Tax Research. 


"Tus book provides an analysis of many of the problems involved in pro- 
gressive taxation and suggests how they can best be met. Calling on a 
background of important contacts and unusual opportunities for research in 


this subject, the author gives a point-by-point discussion of what may be done 


to weld our progressive tax structure into a consistent, workable system. 
Points of law are discussed only to the extent necessary to show the existence 
of a defect and arrive at an economically sound solution of the- problem. 
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Tables and Charts. 
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T:: basic college text is intended for two 
groups, primarily: (1) those preparing 
to pursue active careers in the advertising 
field proper, and (2) those who are preparing 
themselves for executive positions in other 
fields where they will presumably make de- 
cisions involving advertising. 


Its purpose is to give its readers an under- 
standing of every fundamental of the sub- 
ject, from the broad aspect of planning 
through procedures and practices. In the 
development of the fundamentals more 
than the usual emphasis is given to the 
merchandising function; to organization for 
advertising; to the problems of advertising 
to and through the trade; to primary ad- 
vertising; and to the social and economic 
aspects of advertising, including the new 
consumer motivation. 


Problems and questions at the end of 
each chapter are designed to encourage 
creative thinking. 


Contents: 


Meaning and Scope of Advertising. 

Merchandising—Product and Price; 
Packaging and Branding. Measuring 
the Market. 

Advertising Organization. Consumer 
Motivation—The Advertising Appeal. 

Planning the Actual Advertisement. 
The Illustration. Headline and Copy. 
Typography. The Layout. Printing 
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Selecting Media. The Advertising 
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vertising of Business Goods. 

The Advertising Appropriation. Ad- 
vertising Research. Advertising from 
the Social Viewpoint. 

Economic Consideration of Advertis- 
ing. Control of Advertising from Con- 
sumer Viewpoint. 

The Consumer Movement and Ad- 
vertising. : 
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International Economics 
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Herz is the first post-war text in International Economics, with 
an up-to-date stress on: 

e@ Trade Control by means of Exchange Control and Quotas. 

@ Balance of Payments Analysis. 

e@ Exchange Stabilization through the International Monetary 

Fund (Bretton Woods). 
e Trade Policies of the Great Powers. 
e@ General Equilibrium Explanations of National Specializa- 
tion. 

This study gives a thorough grounding in principles governing 
international trade and finance relations. Theory and practice 
are well balanced and presented in juxtaposition. Together they 
dramatize the interplay of the complex forces which make distribu- 
tion of the world’s goods the dominating motif for peace or war in 
international affairs. 


Economic Analysis and Public Policy 


By M. J. BOWMAN and G. L. BACH 


Provinie a sound introduction to economics, this study closely 
integrates theoretical framework and institutional data, while the 
treatment of value and distribution is based on the most modern 
developments. Applications of theory are made to the under- 
standing of significant economic problems, and the student is 
repeatedly shown the nature of scientific method in applying 
economic analysis to questions of public policy. 
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A the needs of our people and effective demand? What 

are our possibilities for expansion? 
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Cent Dr. Dewhurst and his associates in a survey that 
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ORDER YOUR COPY TODAY $5.00 at your bookstore or from 


THE TWENTIETH CENTURY FUND 


330 West 42nd Street New York 18 


When you write to our advertisers, please mention The Southern Economic Journal 


The Economics 
of Disturbance 


By DAVID McCORD WRIGHT 


Professor of Economics, University of Virginia 


Organized around the idea of orderly growth, this book presents 
a brief synthesis of elements of “pure” theory, money and banking, 
cycle theory, the theory of unemployment, and trade regulation. 
The effects of growth are analyzed regarding money flows, con- 
sumption and production patterns, pressure groups and insecurity, 
limits to investment, the capitalist business cycle, cyclical distor- 
tion in a planned state, the future of capitalism, and the growth 
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HUMAN FACTORS 
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Edited by SCHUYLER DEAN HOSLETT 
Ohio State University 


This book explores and evaluates the human 
relations problems commonly found in business 
organizations. It deals with the nature and 
conditions of leadership, the training of leaders 
in human relations, the interaction of leaders 
and followers, human relations at the work level, 
and the use of counseling to facilitate adjust- 
ments. It integrates the important results of 
research and reflection in this new field. 

Human Factors in Management makes an 
excellent text for courses in personnel manage- 
ment and labor relations. It is useful as sup- 
plementary reading in many related courses 
in business management. Adoptions include 
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Princeton, Yale, Rutgers, Cincinnati, Johns 
Hopkins, Michigan State, New York, New 
School for Social Research, Dartmouth, and 
many others. 322 pages; list, $4. 

“To those who may still be thinking in terms 
of the analyses of only a few years ago, this 
volume should be a revelation and a stimulus. 
No longer should business management think 
merely of the economic forces but of many other 
considerations, some of which may be even more 
important. Their presentation in this collection 
is heartily commended.” 

Ernest Minor Patterson, Professor of Economics, 
Wharton School, Univ. of Pa. 


Parkville, Missouri 
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It is more than a book—it is the presentation of a cause. 
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